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DR. PEPPER COMPANY branch syrup plant, 


Birmingham, Ala. protected 
gets better FIRE aw BU RGLARY @ « 


PROTECTION and 


ham Syrup Plant has not only been a great benefit to 
us from an efficiency standpoint, but each year it has 


lowered our building protection costs $2153. 


Eli 


Vice President in Charge of Production 


“The ADT automatic protection used in our Birming- ; 


Preservation of its continuity of production is highly important to the 
business of Dr. Pepper Company, well-known manufacturer of soft 
drinks. It was for this reason that company officials turned to ADT for 
protection of a key facility. 


ADT Central Station Burglar Alarm and Aero Automatic Fire Alarm u 
Services are combined to give complete automatic protection against 
fire and burglary. These services— more effective and reliable than other 
methods — actually cost less, as evidenced by Mr. Millican’s statement 
reproduced above. 


Whether your premises are new or old, sprinklered or unsprinklered, the 
appropriate ADT Fire Alarm Service will detect fire and notify the fire 

‘Controlled Companies of department automatically. ADT Burglar Alarm Service will automati- 
AMERICAN DISTRICT TELEGRAPH COMPANY = cally summon police when burglars attack. ADT Heating and Industrial 
A NATIONWIDE ORGANIZATION _ Process Supervision will automatically detect and report other abnormal 


Executive Offices conditions. 
155 Sixth Avenue, New York 13, N. Y. 


ADT safeguards, electrically, many billions of dollars’ worth of tangible 

and intangible assets owned by 58,000 subscribers in more than 1,600 
municipalities. An ADT specialist will be glad to show you how com- > 
binations of automatic services can protect your property. profits. and 
employees’ jobs, by minimizing fire and burglary losses. 


Call our local sales office if we are listed in your phone book: or write 
to our Executive Offices. 
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An informed buyer is a better buyer 


About The Cover... 


The Tyler Davidson Fountain—Cincinnati, Ohio—our honor city for 
this issue, the home of Cincinnati Chapter, NIBA, one of the most active 
chapters in our organization. 


On February 15, 1867, Henry Probasco, who at that time was visiting 
in Italy, wrote the Honorable Charles F. Wilstach, Mayor of Cincinnati, 
and proposed erecting in memory of his brother-in-law, the late Tyler 
Davidson, a fountain on Public Square where a market place then stood 
at the intersection of Walnut and Vine Streets. The fountain was to be 
made of Bavarian rock granite, prophyry and bronze; conditions were that 
the city maintain the fountain in complete order and supply drinking con- 
duits of water for the free use of the public. On March 15, 1867, the City 
Council accepted the gift and an ordinance was passed granting permission 
to Mr. Probasco to erect the fountain on Market Square. 


The corner stone was laid July 12, 1870, presented to the city on 
October 6, 1871 and was accepted for the City of Cincinnati by Mayor 
Davies. 


On the north side of the pedestal is the name “Tyler Davidson”; on the 
south, “Henry Probasco”; on the east “To the People of Cincinnati”; and 
on the west, “1871.” 


From descriptions published at the time, the fountain represented an 
outlay of $120,000. Some of the huge granite blocks forming the base weigh 
1800 pounds. They were brought by steamer from Europe, one at a time. 
The superstructure, when the basin is filled, weighs 200 tons. The fountain 
proper is of pure bronze cast from cannons bought from the Danish govern- 
ment. It is of the finest metal and weighs 24 tons. The overall height of the 
tountain, including the base, is 43 feet. 


About the pedestal are fluted basins ornamented with shells, coral reefs 
of water lilies. From the center rises a shaft, spread at the top with inter- 
laced vines and foliage and about these are four groups. On the north is a 
workman standing upon a burning roof and imploring the aid of water. At 
the south is a farmer standing in the midst of a field where may be seen 
the effects of a draught. Upon these two groups the Genius of Water is 
dropping a gentle spray. At the west is a young girl offering water to an 
old man with crutches. On the east is a mother, partially nude, leading her 
naked and reluctant boy to the bath. 


The central and crowning figure is the Genius of Water, a female in 
flowing robes standing over all with outstretched arms from which fall 
the life-giving sprays. This figure is 9 feet high and weighs two tons. 

And, this is the Tyler Davidson Fountain—to the people of Cincinnati, 
our honor city for June 1955. 


Published by The National Insurance Buyers Association, Inc. Editorial and Advertising Offices: Hotel Martinique, New 


York, N.. ¥. OXford 5-1677. Advertising and Subscription rates upon request. Copyright 1955, The National 
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Buyers of 
insurance 


WORLD-WIDE 
FACILITIES 


for commerce 
and industry 


What wery 


How J&H can help you 


Chicago - 
Buffalo 


BUSINESS EXECUTIVE 


* BROADEST PROTECTION 
* LOWEST PREMIUM 
* BEST BROKERAGE SERVICE 


You benefit from our experience of over a cen- € 


tury; our organization—skilled technicians in oe 


fire, marine, casualty, group insurance, and pen- 
sion fields. We have separate departments to 
help you reduce rates, control losses, adjust 


claims, and provide actuarial service. 


To find out about our extensive services, write 


or phone—a J&H representative will call. 


JOHNSON & HIGGINS 


INSURANCE BROKERS — AVERAGE ADJUSTERS 
Employee Benefit Plan Consultants 


63 WALL STREET : NEW YORK 5 


San Francisco + Los Angeles + Detroit + Cleveland + Philadelphia + Pittsburgh 


Seattle Wilmington Vancouver Winnipeg Montreal + Toronto|+ Havana London 
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INSURANCE RESPONSIBILITIES 


OF THE RETAIL STORE INSURANCE ADMINISTRATOR 


Accounts Receivable 


One of the important assets of 
a retail merchant, and one which 
frequently is not considered ex- 
posed to loss to any great degree, 
is accounts receivable. Because only 
recently I became connected with 
the retail trade, I think of accounts 
receivable as merchandise. In other 
words, I do not consider that we 
actually have sold merchandise un- 
til we get the cash in the bank. 
Therefore, those scraps of paper 
which we so carelessly deposit into 
wooden or steel desks of one type 
or another actually, to me, repre- 
sent merchandise that we have 
transferred from other parts of the 
store to this usually less-desired 
location. When the actual merchan- 
dise was in the store, it was spread 
out over a number of floors and 
areas and, consequently, we had less 
likelihood of loss because it would 
have taken a total loss to destroy all 
of the merchandise in question. 
However, by virtue of writing 
some usually unintelligible (to me) 
information on a sales check, we 
transfer that merchandise from its 
spread-out position before to a con- 
fined position in one area of a cer- 
tain floor and we put ourselves in 
the position of where that entire 
quantity of merchandise could easi- 
ly be destroyed by a casualty. To 
those concerns who are on cycle 
billing, this is a tremendous expo- 
sure, and even to those concerns 
who still use the orthodox method 
of bookkeeping, the possibility of 
loss is staggering. The insurance 
companies usually figure, when 
considering accounts. receivable, 
that they must charge a rate of ap- 
proximately 50‘ of the building 
rate if they are to receive premium 
commensurate to the risk they are 
to assume. In effect, they are say- 
ing they anticipate that the natural 
honesty of people will recover 50‘: 
of the money they owe should a 


by... Charles Thiele 
Federated Department Stores Inc. 


Cincinnati, Ohio 


CHARLES H. THIELE, Past President of the Cincin- 
nati Chapter, NIBA, began his insurance career 
in 1926 and except for a period during which he 
served in the United States Air Force, has been 
active in the insurance business for 29 years. 


In 1951 he became Insurance Manager for the 
Federated Department Stores which include such 
stores as Abraham & Straus, Brooklyn; Blooming- 
dale’s, New York; Boston Store, Milwaukee; 
Filene’s, Boston; Foley's, Houston; Halliburton’s, 
Oklahoma City; Lazarus, Columbus; Sanger’s, 
Dallas; Shillito’s, Cincinnati, and the Fedway 
Stores. 


casualty occur to the records of a 
store, thereby preventing them 
from accurately determining the 
amount of indebtedness. Whether 
this is proper reasoning, I do not 
know, for there never has been a 
large accounts receivable loss. I 
know of one instance many years 
ago where a firm lost their entire 
records and they claimed to have 
recovered 96‘« of the money which 
was owed them. On the other hand, 
there have been instances where 
fires occurred in stores, which did 
not destroy accounts receivable or 
bookkeeping records, and the stores 
had to advertise telling their cus- 
tomers that they had a record of 
their indebtedness and that they 
expected they would pay same. 
However, assuming that the ins"r- 
ance companies are right, the loss 


The National Insurance Buyer — June 1955 


of 50‘. of a store’s accounts receiv- 
able can be a severe blow; and, 
therefore, consideration of accounts 
receivable insurance is important. 
This insurance is usually written on 
an all-risk basis and would cover, 
aside from fire and the allied cas- 
ualties, burglary, theft and, to some 
degree, infidelity. In other words, 
it will cover infidelity losses unless 
the infidelity was at the direction or 
collusion of an executive, owner or 
partner. Rates are determined, to a 
large degree, on the amount of pro- 
tection afforded to the accounts 
receivable records. Usually this 
does not mean essentially the sales 
checks but rather it is the protec- 
tion afforded to the control books 
or master ledger and, in the case 
of cycle billing, the latest micro- 
films of processed accounts. There 
is available in connection with ac- 
counts receivable insurance, and 
separately for that matter, cover- 
age for loss of valuable papers. 
Such coverage pays for actual cost 
of reproducing rather than what 
intrinsic value the concern may 
put upon them. I have always felt 
that money could be more advan- 
tageously expended for duplication, 
such as microfilming, than for such 
insurance. 


Automobile Exposures 

Retail stores generally have some 
automobile exposures. The larger 
stores which do their own delivery 
usually have a fleet of owned ve- 
hicles. Where deliveries are han- 
dled by United Parcel or similar 
concerns, generally there is no risk 
on the part of the store, either to 
the operation of the vehicles or to 
the merchandise that is being deliv- 
ered, but watch your contract on 
this point. In addition to owned 
vehicles, stores have other related 
automobile exposures. They have 
employees who use their own cars 
on company business and, to that 
extent, the store is responsible for 
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the injury that those employees 
and their vehicles will do to the 
person and property of others. 
Stores hire vehicles from time to 
time and, consequently, are respon- 
sible for the operation of those 
vehicles. In addition, stores operate 
parking lots and parking garages 
and, therefore, are not only respon- 
sible for the operation of those lots 
and garages but also, in some in- 
stances, for the customers’ vehicles 
stored therein. Therefore, a com- 
plete analysis must be made of the 
automobile exposures. This analysis 
should not only determine the de- 
gree of exposure but should also 
carefully consider the extent of 
limits to be carried in connection 
with bodily injury and property 
damage. We have all heard or been 
subject to various reports of ex- 
tremely high awards being granted 
in connection with automobile ac- 
cidents by the various courts of 
different states. Therefore, limits 
which were considered adequate a 
few years ago should be reviewed 
to determine their adequacy today. 


Formerly, $5,000 property damage 
coverage in connection with owned 
vehicles or non-owned vehicles was 
considered ample. With the price 
of Cadillacs today and also the 
damage that vehicles can do to 
property and their correspondingly 
high values today, it can readily be 
seen that an accident involving 
property damage could easily ex- 
ceed $5,000 and, therefore, these 
limits must also be reviewed. The 
larger corporations will be able to 
use some applications of risk as- 
sumption or self-insurance with re- 
spect to automobile coverages. For 
example, the larger store who has 
a fleet of trucks of sufficient con- 
sequence would not carry collision 
insurance, for, because of his spread 
of risk, he could readily assume the 
losses, as we do, in comparison 
with the premium he would have 
to pay. Also, if there is not a large 
concentration of owned vehicles at 
any one location, he might decide 
to self-insure or assume the risk of 
loss due to fire and theft. On the 
other hand, if there is concentra- 


tion of vehicles at a given location, 
he might decide to only cover the 
fire and theft exposures and self- 
insure the additional exposures of 
comprehensive or combined addi- 
tional coverages. In addition, there 
is available to the larger corpora- 
tions the premium saving advan- 
tages of being able to place basic 
insurances for a lower limit and 
covering the balance of his required 
limits under excess insurance with 
another market, thereby accom- 
plishing economy in cost. Whereas 
these avenues are not open to the 
smaller corporation, they can also 
practice economy, particularly in 
connection with non-owned ve- 
hicles. Arrangements can generally 
be made in the smaller corporations 
for those employees using their 
own cars on company business to 
insure the corporation under their 
policies and thereby the corpora- 
tion usually is able to control his 
cost at less than the cost of insur- 
ing his liability specifically. This 
application is not practical for a 
More on Page 20 


Fire 


BROWN, CROSBY & CO., INC. 


Serving insurance needs of Industry and Individuals for 


over fifty years. 


Complete Brokerage Service for all types of Insurance. 


Casualty 


Marine 


Fidelity and Surety Bonds 


Life, Accident and Health 


Pensions and Group Coverages 


96 Wall St., New York City 


Hanover 2-8400 
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Chicago 

New York 
Buffalo 

Pittsburgh 

Minneapolis 

Portland 

Seattle 


Los Angeles 
San Francisco 


London 
... experience and competence in the 
insurance market place. 


... rate and hazard control engineering 
service. 


... direct personal attention from 
experienced, friendly men. 


These things — when needed, where needed 
— have been furnished to commercial 
insurance buyers for nearly a century by 


FRED. S. JAMES & CO. 


INSURANCE BROKERS AND consutants /Sinee (S98 


GENERAL OFFICES » CHICAGO » ONE NORTH LASALLE 
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“SELF-INSURANCE™ 


by Arthur Macaulay, Jr. 
Blades and Macaulay 
Insurance Consultants 
Newark, New Jersey 
Address given at New York Chapter, 
NIBA luncheon meeting on 
March 24th 


At the outset, we should recog- 
nize that the term “self-insurance,” 
however defined, is a misnomer. 
Without the elements of risk shift- 
ing and a pooling of separate eco- 
nomic interests under a general 
scheme for distribution of loss we 
are not discussing insurance as such 
but rather risk bearing. However, 
the label is unimportant if we know 
what is in the package and, to avoid 
confusion, I will use the term self- 
insurance in referring to the elec- 
tion of a single economic interest to 
bear known risks of casual loss. 


Why Self-Insure? 


This question must be answered 
before establishing a self-insurance 
program not only because we 
should have sound reasons for any 
course of action we adopt but also 
because the answer will guide us 
in our determination of the risks to 
be self-insured. In my _ opinion, 
there are three principal reasons 
for self-insurance. 


First, that there is no need for the 
financial protection furnished by 
insurance. The primary economic 
function of insurance is to protect 
against loss which could not other- 
wise be borne by the insured with- 
out financial dislocation. All but 
the destitute are financially able to 
bear some risks of loss and as we 
approach the size of our multi-mil- 
lion dollar corporations, the need 
for insurance as financial protec- 
tion diminishes quite rapidly. In- 
surance which does not fill a finan- 
cial need is little more than a 
gambling proposition — with the 
odds heavily favoring the house — 
unless essential service functions 
are also provided by the insurer. 
In such cases, the insurance is 
basically a contract for services 
and should be evaluated as such. 


Second, that the risk of loss can 
be self-insured at less expense that 
the cost of insurance without im- 
pairing needed financial protection. 
As a self-insurer, a company can 
escape the burden of many ex- 
penses for which provision is made 
in insurance premiums such as ac- 
quisition costs, profits, taxes, bu- 
reau fees, etc. and, in those cases 
where claims or engineering serv- 
ices, or both, are maintained as an 
insured risk, partial duplication of 
the expense included in the pre- 
miums for these services can be 
eliminated also. However, these 
items are frequently off-set by the 
additional expenses which a com- 
pany must incur to operate success- 
fully as a self-insurer and for that 
reason they are not usually a deci- 
sive factor in a decision to self- 
insure. Self-insurance is most at- 
tractive as an economy measure 
when the established rating formu- 
lae or schedules fail to produce an 
equitable premium for a particular 
risk. 


Third, that the company is un- 
able to transfer the risk because 
there is no market for insurance. 
This includes risks which are not 
ordinarily insurable and, in some 
cases, those normally insurable but 
which no underwriter will assume 
except on prohibitive terms be- 
cause of consistently bad loss ex- 
perience or other’ unfavorable 
characteristics. Obviously, if there 
is no market for insurance, the 
company has no choice but to bear 
the risk notwithstanding the fact 
that it may be one for which finan- 
cial protection is needed. Self-in- 
surance is equally necessary when 
a company is unable to transfer a 
risk ordinarily insurable but this 
kind of situation requires special 
comment because all too frequently 
it is indicative of a basic weakness 
in management’s thinking on the 
question of risk control. Some com- 
panies which are forced into self- 
insurance literally improve over- 
night and others soon get on the 
right track through improvement 
in plant properties, production 
methods, equipment or safety 
training; the difference being, of 
course, that top management chose 
to ignore unsafe conditions and 
practices as an insured risk but 


were soon vitalized into action 
when the risk could not be trans- 
ferred. Insurance should be the last 
line of defense against risk of loss 
—not the first. The complete elimi- 
nation of all risks of casual loss is, 
of course, a practical impossibility 
and there are instances when the 
cost of controlling or eliminating 
risk may be far out of proportion to 
the decrease in hazard thus achiev- 
ed. However, every reasonable 
measure to control or eliminate 
risk should be undertaken for two 
reasons. First, the company cannot 
afford a serious loss because few 
forms of insurance provide full in- 
demnity for all the financial con- 
sequences thereof. Second, a ma- 
terial reduction in loss costs is 
possible —as an insured or self- 
insured risk — only to the extent 
that effective control measures are 
established and maintained with 
top management’s active direction 
and support. 

Excluding instances of compul- 
sory self-insurance, I would sum- 
marize the answer to the question 
“Why Self-Insure?” by saying that 
self-insurance is justified (a) when 
it is more economical than insur- 
ance and (b) when insurance is not 
needed for financial protection. 


Risks Considered For 
Self-Insurance 


The next question to be con- 
sidered is what risks may properly 
be the subject of self-insurance. My 
functional definition refers to 
known risks of casual loss and a 
choice between insurance and self- 
insurance cannot be made until a 
thorough risk analysis has been 
completed. This should include (a) 
analysis of the properties and ac- 
tivities of the company to ascertain 
the hazards which threaten casual 
loss, (b) an approximation of the 
maximum loss which these hazards 
can, or are likely to, cause and (c) 
a study of the measures which can 
be adopted to minimize or elimi- 
nate the risks of loss. In addition, 
it is necessary to determine the 
company’s loss bearing capacity ee & 
terms of that amount of casual loss 
which can be absorbed without 

More on Page 19 
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NORTH AMERICA COMPANIES 


‘ONE-STOP’ SERVICE 


An interesting idea from a North America Agent 


Here in these few words an important North America Agent in upper New 
York State has summed up the guiding philosophy that puts North America 


“in your corner.”’ 


Speaking of his “one-stop” service, that is, supplying all the customer’s 
needs in one place, this Agent’s brochure says: 


“Two factors have caused our growth in the past and will determine our 
success in the future. One has been a desire on our part to fully serve the 
needs for protection for our customers. The second has been a recognition 
of the changes occurring in the types of insurance offered to meet those 
needs.” 


“It had become obvious that the ‘one-stop’ concept was going to dominate 
the insurance field....One multi-package policy ...from one agency... 
simplified problems ...saved time ...was more convenient.” 


“Our goal in the future, as in the past, will be to provide our customers with 
the maximum in service and protection.” 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


PROTECT WHAT YOU HAVE®© Philadelphia 1, Pa. 
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THE CHANGING CONCEPT OF 
YOUR LEGAL LIABILITY 


A great many years ago some old 
bargainer remarked, “A_ buyer 
needs a thousand eyes but a seller 
needs not one.” That barb of wis- 
dom may have had a degree of 
accuracy in the days when horses 
were the primary object of barter 
but it falls far short of its mark 
when applied to the seller of lia- 
bility insurance. Ordinary vision is 
not the only requisite of a liability 
insurer. He must have powers of 
sight beyond immediate horizons 
and, in fact, it helps to have powers 
of prophecy to foresee the future 
development of our social and eco- 
nomic views which eventually 
shape our doctrines of legal lia- 
bility. An underwriter today must 
not only clearly discern the rules of 
liability as they exist but he must 
be aware of the constantly expand- 
ing application of those rules. He 
must be conscious of the trends 
and be capable of determining the 
obligations he has assumed by pre- 
dicting the future development of 
those trends. 


Public Liability is New 


Public liability insurance, in com- 
parison to other types of insurance, 
is of recent origin. It developed 
from employers’ liability insurance. 
First sold to contractors and manu- 
facturers about 1886 it gained 
greater use with the expansion of 
public transportation companies, 
which early availed themselves of 
its protection. By the turn of the 
century it was available to many 
types of businesses and professions 
and was also used to protect the 
owners of horses and vehicles. 

Although the early policies lim- 
ited themselves very carefully to 
agreements to reimburse the in- 
sured for money actually collected 
from him, whereas the modern 
policy contains the underwriter’s 
obligation to “pay” the obligations 
of the insured, the basic coverage 
today is the same as it was origi- 
nally, namely an assumption of the 
“legal liability” of the insured. The 
language presently employed is 
that the underwriter agrees to pay 
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by 
Harold Scott Baile 
Deputy General Manager 
The General Accident, Fire & Life 
Assurance Corporation 
in an address before the 
Delaware Valley Chapter, National 
Insurance Buyers Association, Inc. 
Philadelphia, Pa. 


for the insured “the liability im- 
posed upon him by law.” 


History of Liability 


Although substantially the same 
wrapping continues the contents of 
the package has been greatly 
changed. It is the change in the 
contents I propose to discuss with 
you. What was, what is and what 
will be your legal liability? Such 
a discussion should be preceded by 
a brief presentation of the historical 
development of the liability of one 
person to another for physical 
harm. 

Insurance men and many lawyers 
think of legal liability as having 
always been predicated on fault, 
and more specifically on negligence. 
Historically, most writers agree, 
the contrary is true. In the first 
written laws of England, the laws 
of AEthelbert, which were promul- 
gated about 596, liability for physi- 
cal harm was absolute. The fault or 
wrongfulness of the actor were of 
no concern. If harm was done lia- 
bility followed, even though the 
actor was guiltless of any moral 
wrong or neglect. In those laws 
you will find an elaborate code of 
compensation for various injuries. 
In today’s language it would read 
$10.00 for cutting one one arm or 
$30.00 for severing a leg. There was 
a great deal of detail in classifying 
the various types of injuries. Illus- 
trative of the absolute nature of the 
liability is the oath required of a 
defendant to escape liability. He 
had to swear that he had done 
nothing whereby the person slain 
was “nearer to death or farther 
from life.” (2 Holdsworthy History 
of English Law, 3d Ed. ’52.) 


This principle of liability without 
fault continued into the fifteenth 
century. Personal injuries in those 
days were redressed under a writ 
of trespass. The essential proof to 
establish liability was that the 
defendant voluntarily did an act 
which directly and immediately 
caused harm to the plaintiff. Again, 
fault or moral wrong or neglect of 
duty were not considerations in fix- 
ing legal responsibility. Dean Ames, 
in his address, “Law and Morals,” 
refers to an action of trespass 
which was brought in the King’s 
Bench in the thirteenth century for 
a battery. The jury found that the 
plaintiff was beaten but that this 
was because of his assailing the 
defendant, who had acted purely 
in self-defense, and that action was 
brought out of malice. It was, 
nevertheless, adjudged that the 
plaintiff should recover his dam- 
ages according to the jury’s verdict 
and that the defendant should go 
to prison. The defendant had com- 
mitted the act of battery, therefore 
he must make reparation. I think 
this clearly illustrates the strict 
rule of liability which was imposed. 

Interestingly enough, the concept 
of negligence came into our law not 
as a basis for asserting liability but 
rather as the reason for denying it. 
There are some old cases decided 
around 1600 or a little before hold- 
ing that a defendant could excul- 
pate himself from liability by show- 
ing that he was completely free 
from fault. The absence of negli- 
gence was a burden the defendant 
could assume to escape legal lia- 
bility. 

It was probably around the mid- 
dle of the nineteenth century that 
the idea of liability for negligence 
was introduced into our law. A 
suggestion has been made that its 
development was a part of the 
industrial revolution during which 
our changed manner of living and 
working exposed more people to 
more risks. It was deemed necesary 
during this period to avoid impos- 
ing on young industries undue bur- 
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dens of absolute liability which 
would stifle their development. 
Thus there was conceived the idea 
that liability should be imposed 
only on the negligent or those 
guilty of fault and in addition, even 
the careless actor was gradually 
accorded the defenses of contribu- 
tory negligence, assumption of risk 
and negligence of a fellow servant. 

But in one aspect of your legal 
liability the cycle has been com- 
pleted. With the beginning of the 
twentieth century the principle 
of workmen’s compensation was 
developed. Under that principle the 
economic loss to workmen result- 
ing from injuries in the course of 
their employment is deemed a part 
of the cost of production of the 
goods on which they work; and as 
such a proper charge to be borne 
by the consumer of those goods, in 
the same manner that they bear 
all other elements of the cost of 
goods, in the purchase price they 
pay. Under the workmen’s compen- 
sation laws an employer is made 
responsible for indemnity to the 
injured employe in all cases with- 
out question of fault or negligence 
entering into the matter. Thus, in 
the field of employer - employee 
relations we have returned to the 
laws of AEthelbert with a pre- 
scribed compensation and an abso- 
lute liability. 


Major Changes 


This major change in your legal 
liability was accomplished by legis- 
lative action. It represented the 
recognition of the social desirability 
of meeting the minimum economic 
and social needs of all injured 
workmen rather than allowing sub- 
stantial financial rewards to those 
injured workmen who could estab- 
lish their employers’ fault, leaving 
the balance to bear their own eco- 
nomic losses. 

In other aspects of your legal lia- 
bility the changes are not so clearly 
defined and the cycle is not so com- 
plete. We still pay lip service to 
the dogma of liability through 
fault; nevertheless we see a trend 
in both substantive and procedural 
rules which extend liability for 


10 


negligence and cut down available 
defenses. Negligence in many cases 
today has lost its connotation of 
moral fault. It is no longer indica- 
tive of a substantial departure from 
a standard of conduct established 
by the legislature or judicial deci- 
sion, or even a departure from a 
standard generally conformed to in 
the community. On the contrary, 
it is now failing to meet some tech- 
nical requirement which has been 
determined for economic reasons to 
be a basis for legal liability. It is 
frequently merely the determina- 
tion in an individual case that it is 
more socially desirable for the 
defendant to pay the loss than the 
plaintiff and that determination 
many times is largely influenced 
by the relative wealth of the par- 
ties or their ability to distribute the 
loss. In fact, one American judge 
expressed a consideration when 
imposing liability on a manufac- 
turer that “the risk of injury can 
be insured by the manufacturer 
and distributed among the public 
as a cost of doing business.” 

From a procedural standpoint we 
need only go back tweniy years to 
find questions of negligence, and 
particularly contributory negli- 
gence, mainly for the determina- 
tion of the court in accordance 
with standards prescribed by legis- 
lative enactment and judicial deci- 
sions. Today jurors are permitted 
to set the standard of conduct to be 
followed in particular’ cases, and 
this has made it easier for the 
plaintiffs to get to the jury on these 
issues. 

We have noticed the enlargement 
of the responsibility of possessors 
of land. This has not come about by 
any announced change in the rules 
of legal liability. What we have 
done is recognized persons as 
invitees where formerly they 
would have been considered as 
licensees or trespassers. By chang- 
ing their status we altered the obli- 
gation of the possessor to anticipate 
their presence and guard them 
against injury. 

Also in this field there is a grow- 
ing inclination on the part of courts 
to overlook that the fundamental 
obligation of a possessor of land is 
an alternative one either to keep 
his property in a safe condition or 


give warning of the presence of 
hazards. The failure of the courts to 
recognize this alternative obliga- 
tion has led them into permitting 
recoveries where the plaintiff was 
fully aware of a condition but was 
not injured because of his own 
contributory fault. 


Extension of Duties 


Probably the greatest extension 
in legal duties has been in the field 
of the liability of manufacturers 
and suppliers of chattels. Prior to 
the present century the general 
rule was stated that a manufac- 
turer or contractor was not liable 
to third parties not in privity of 
contract with them, for personal 
injuries resulting from careless or 
dangerous manufacture or con- 
struction. Many exceptions grew up 
to this rule but in 1916, then Judge 
Cardoza, in the now famous case 
of McPherson vs. Buick, stated 
what is the generally accepted 
modern rule. He said: 

“Tf the nature of the thing is 
such that it is reasonably cer- 
tain to place life and limb in 
peril when negligently made 
it is then a thing of danger. Its 
nature gives warning of the 
consequences to be expected. 
If to the element of danger 
there is added knowledge that 
the thing will be used by per- 
sons other than the purchaser 
and used without new tests, 
then, irespective of contract, 
the manufacturer of this thing 
of danger is under a duty to 
make it carefully.” 

There are not many of us who 
would criticize this principle. In 
the old rule there was an arbitrary 
limitation of liability to the imme- 
diate purchaser, whom the manu- 
facturer many times recognized 
would never use the article or be 
exposed to its hazards, yet there 
was inherent in that rule, I think, 
the recognition that if you extend 
the liability beyond that point you 
are rendering a manufacturer’s 
defense so difficult that the lia- 
bility borders on the absolute. 

When the American Law Insti- 
tute prepared the Restatement of 
Torts it restated this principle, very 
carefully recognizing the limitation 
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WHAT IS WRONG WITH BOILER INSURANCE TODAY? 


by Walter R. White, Jr. 


Second Vice President — Lumbermen’s Mutual Casualty Company 


Possibly, our major problem is 
the lack of understanding of ex- 
posures and policy forms. One of 
the greatest advantages of the 
Power Plant contract is its flexi- 
bility. Unfortunately, that same 
flexibility is responsible frequently 
for its misapplication and_ the 
consequent misunderstandings be- 
tween the insured and insurer. 

If we all agree that inherent ex- 
posures differ materially in prac- 
tically every operation and also 
that the philosophy of purchasing 
insurance differs just as greatly, we 
can surely appreciate that policies 
should not be written in identical 
fashion and that standardization 
must be avoided. 

The basic clauses in the Insuring 
Agreement are rather brief but still 
cause difficulty. The first clause 
agrees to pay for loss to the In- 
sured’s property caused by a speci- 
fically defined accident. Excluded, 
however, are those losses caused by 
fire and damage caused by ensuing 
fire. Infrequently, but still occur- 
ring, is the question of allocation 
of loss between fire and boiler car- 
riers. In the interest of public rela- 
tions, such claims should of course 
be paid with the interested insur- 
ing companies arriving at an agree- 
ment between themselves. 


Temporary Repairs 


The second clause reimburses for 
temporary repairs and for expedit- 
ing repairs. The major expense usu- 
ally involves overtime labor and 
air express of parts. Unfortunately, 
the standard policy pays a maxi- 
mum of only $1,000 for such loss. 
In a recent industrial plant loss 
involving a comparatively small 
unit, the overtime wage guarantee 
to secure a contractor totaled in 
excess of $20,000. If an ordinary 
accident knocked out a large and 
efficient boiler in a utility plant, 
this loss could very easily be 
trebled. You can correct this de- 
ficiency by amending the policy to 
provide a more adequate limit or 
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by adding Use and Occupancy cov- 
erage. Not always does this latter 
alternative provide complete pro- 
tection, especially if such coverage 
is purchased on a Deferred Mid- 
night basis or if the Extra Expense 
does not actually reduce a Business 
Interruption loss. 


Third Party Loss 


The third clause involves the In- 
sured’s liability for third party loss. 
It covers also his liabilty for the 
loss of use of such property of 
others. If the Insured carries Prop- 
erty Damage in conjunction with 
his General Liability coverage 
there is a probable duplication of 
insurance. This cover is not op- 
tional under the Boiler Policy and 
losses would then be payed as con- 
tributing insurance. 


Bodily Injury Losses 


The fourth clause pays for Bodily 
Injury losses to the public but only 
on an Excess basis after other Lia- 
bility Insurance which may be in 
effect is exhausted. This coverage 
is optional and may be excluded if 
ample limits are carried under 
other Liability Policies. On a mul- 
tiple location risk this exclusion 
can save a substantial amount of 
premium. Numerous large risks are 
presently carrying Liability Insur- 
ance on a $10,000 or $25,000 Excess 
basis. These risks have retained 
coverage under their Boiler Policy 
as such coverage becomes Primary 
up to the Excess amount. 


Defense of Suits 


The Policy Agreement also pro- 
vides the usual clause relative to 
defense of suits against the Insured 
and also provides, on an optional 
basis, Automatic Coverage. The 
Automatic provision is limited to 
90 days on newly acquired objects 
of the type insured or for newly 
acquired locations. The 90 day re- 
striction on newly acquired objects 
of the type insured is waived if you 


have Blanket Insurance. The re- 
striction on newly acquired loca- 
tions stands and is frequently ques- 
tioned. I think it is understandable 
when you realize that insurance 
inspectors operate under Deputy 
State Commissions. Inspections 
must be made on schedule in ac- 
cordance with State Law. If you 
neglect to notify the Company of 
your new property acquisitions, 
and the Company does not provide 
necessary inspections at the proper 
time, we shall all be in trouble. 


There are only two policy con- 
ditions that create difficulty. The 
most important seems to involve 
valuation and depreciation. The 
Policy agrees to pay the actual 
cash value of the object at the time 
of the accident or the actual cash 
value of repairs or replacement, 
whichever may be less. The actual 
cash value in all cases is ascer- 
tained with proper deductions for 
depreciation. Not always is there 
a complete agreement between In- 
sured and Insurer on the amount 
of depreciation as it is a practical 
impossibility to establish a definite 
yardstick for every type of equip- 
ment because of the difference in 
operation and maintenance. To 
avoid such difficulty, it is sug- 
gested that. the purchase of Repair 
and Replacement coverage be con- 
sidered. This coverage eliminates 
the depreciation problem and the 
cost, in Boiler Insurance, should 
not exceed 20% of the Direct Dam- 
age premium. 

The second condition, which 
sometimes causes difficulty, applies 
to the immediate suspension of an 
object by an inspector in the field 
as a result of detecting a dangerous 
condition. I know it appears to the 
Insured that the inspector is try- 
ing only to avoid payment of a 
probable loss when he hands out 
such a notice. Actually, he is merely 
carrying out the requirements of 
his State Deputy Commission, if 
boilers and pressure vessels are the 

More on Page 12 
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From Page 11 

objects involved. Certainly it is 
to your best interests when such 
conditions are discovered to imme- 
diately shut down rather than to 
take the chance of having a catas- 
trophe occur. 

To this basic policy agreement 
and conditions are attached sched- 
ules which specify objects insured 
and describe the accidents covered. 
Also attached are endorsements 
designed to reimburse you for in- 
direct losses resulting from acci+ 
dents. 


The Boiler Schedule 


The boiler schedule offers few 
complications. It is your option as 
to whether you cover all exposures 
inherent in your operation of a 
boiler, which includes burning, 
bulging or bagging of the unit 
caused by dry firing or whether 
you are interested only in a catas- 
trophic loss caused by explosion. 
Broad Form is all-inclusive whereas 
Limited is designed to cover against 
a rupture or explosion caused by 
pressure of contents. Gas explo- 
sions originating in the fire box, 
combustion chamber or breaching 
of the boiler may optionally be 
included under the Boiler Policy. 
This option is due to the fact that 
the same coverage is automatically 
included in the explosion clause 
contained in the Extended Cover- 
age endorsement attachable to Fire 
Policies. 

When we consider pressure ves- 
sels, we approach a myriad of types 
of equipment. Many buyers make 
the error of covering specific types 
on Blanket forms such as all air 
tanks, hot water tanks and steam 
jacketed kettles. I would suggest 
plugging all possible loopholes of 
catastrophic possibility by covering 
all objects excluded by the restric- 
tions of the Explosion clause of the 
Fire Extended Coverage and prob- 
ably also to cover all vessels sub- 
ject to inspection requirements of 
the State and Municipalities in 
which you operate. By so wording 
the contract you will avoid not 
only loopholes but probable dupli- 
cations. There is an important re- 
striction on the pressure vessel 
schedule that frequently is over- 
looked. I refer to the Contents 
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Limit of $1,000 for each vessel. In 
many types of plants, such as 
chemical and pharmaceutical the 
Contents value may far exceed that 
limit. To the surprise of many 
buyers, analyses has_ revealed 
numerous vessels where contents 
exceeded $25,000 and I, personally, 
have known of vessels whose con- 
tents value exceeded $500,000. You 
can well imagine the consternation 
of the buyer who neglected the 
necessary additional coverage when 
such conditions existed. As indus- 
try expands, this condition will be 
found to an increasingly greater 
extent. 

Refrigerating Systems also pose 
somewhat of a problem as many 
buyers do not appreciate that the 
system itself includes only the pip- 
ing and vessels containing refriger- 
ant from the discharge end of the 
compressor back to the suction end. 
They feel that refrigerating sys- 
tems should also include the com- 
pressors and the driving motor or 
engine. These units, must be in- 
sured separately and are insurable 
for breakdown as well as explosion. 
Here again, we have a limitation of 
$1,000 in this schedule to pay for 
contamination of product in stor- 
age or process due to physical con- 
tact with the escaped refrigerant. 
Losses far in excess of this amount 
have occurred, especially in the 
food processing field. Where such 
exposures exist, this limitation 
should be amended to provide cov- 
erage for the maximum probable 
loss. 

I am sure you can appreciate that 
the $1,000 restriction on expediting, 
pressure vessel contents and con- 
tamination by refrigerant affects 
only the larger risk. Actually in- 
creased premiums are paid only by 
the Insured who has an abnormal 
exposure. 


Losses Can Be Costly 


In so far as machinery is con- 
cerned, certainly the events of the 
last few months have proven the 
necessity of insuring at least those 
units subject to explosion from 
either pressure or centrifugal force. 
Defects in construction, operation, 
or maintenance can cause losses 
that are unbelievable. The recent 
turbine loss at Commonwealth Edi- 
son Company in Chicago will cost 


several million dollars. Again, we 
suggest that you review your Fire 
Policy Explosion restrictions and 
you will probably find that steam 
engines, steam turbines, and fly- 
wheels—all explosive in nature— 
are definitely excluded. Consistent 
insurance buying should dictate 
their coverage under Power Plant 
Policy. The main sourse of irrita- 
tion involved in handling Machin- 
ery Insurance is the requirement 
that breakage must be in two or 
more separate parts. I must agree 
that a crack in the steam chest or 
cylinder head of an engine will 
render the machine inoperative. 
Usually, though, such cracks are 
progressive and not sudden and 
accidental and, therefore, are not 
usually covered under the defini- 
tion of Accident. 

Frequently the Direct Damage 
claim is far exceeded by the cost 
of the resultant Business Interrup- 
tion. It is this phase of Boiler In- 
surance that creates some of the 
major problems to both Insured 
and Insuror. The first problem is 
the development of an adequate 
statement of values. We usually 
find that the profit factor is not 
too difficult to appraise. Costly 
errors, however, are not unusual in 
the computation of fixed expenses. 
Just a few examples: Recently we 
checked a brewery statement and 
noted an abnormal tax item, upon 
investigation we found that the 
Government Tax on each barrel of 
beer had been included as a con- 
tinuing expense. Certainly, such 
tax would not be levied if the brew 
could not be produced. In another 
case of a food processing company 
with a nationally advertised, highly 
competitive product it was found 
that normal advertising expendi- 
tures could not bring the product 
back to normal sale after repairs 
were completed but the best esti- 
mate was that such expense would 
necessarily be quadrupled to re- 
gain that position. In the case of a 
mercantile establishment, it was 
felt that delivery service would be 
dispensed with in the event of an 
accident and that that expense 
would not be considered as con- 
tinuing. Upon investigation it was 
found that the delivery contractor 
had purchased a great deal of his 

More on Page 23 
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New “BEST SELLER 


THE KEMPER COMPANIES 


Booklet Auto 


NEW! Booklet Format 
NEW! (Complete Index 


NEW! Illustrations explain coverages 


It’s another “first” for the 


with Kemper-Matie and the 
Kemper Approved Insur- 
ance Advisor Program) the 
new booklet auto poliey 
... With illustrations and a 
complete index of cover- 
ages. 


OS 


It became available April 1. 
and contains the provisions 
of the broadened standard 


auto policy. 


It’s another effective Kemper sales-and service 
tool helping the agent hold old policyholders and get new ones. 
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AMERICAN MANUFACTURERS Mutual Insurance Company 


LUMBERMENS Mutual Casualty Company 


Operating in New York state as (American) Lumbermens Mutual Casualty Company of Illinois 


AMERICAN MOTORISTS Insurance Company 


FEDERAL MUTUAL Insurance Company 


(This policy is not available in Virginia or Canada; modified version available in Massachusetts) 
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CHAPTER CHATTER... 


CHAPTER OFFICERS 


DATES AND MEETING PLACES 


CENTRAL ILLINOIS INSURANCE MANAGERS ASSOCIATION 
end Thursday of each month. Bloomington, Hlinois 

G. Sutherland, Mlinois Power Company, Decatur 

W. Covey, LeTourneau Westinghouse, Peoria 

Robert E. Lesher, Funk Bros. Seed Co., Bloomington 


Meetinas 
President—F. 
lice-Pres—D. 
Secy.-Treas. 


CINCINNATI CHAPTER 

Meetings 1st Wednesday 
12:00 Noon. 

President R. S. Hayden, Armco Steel Corporation, Middletown 
Vice-Pres. T. J. McAdams, Kroger Company, Cincinnati 
Treasurer T. Fisher, Fifth Third Union Trust Co.. Cincinnati 
Asst. Treas. S. B. Adamson, U. S. Printing & Lithograph Co., Norwood 
Secretary L. R. Everhard, Trailmobile, Inc., Cincinnati 


each month, except July and August. Luncheon, 


DELAWARE VALLEY CHAPTER 

3rd Monday each month. Dinner, 6:00 P.M. 

President —Frank W. Pennartz, Food Fair Stores, Inc., Philadelphia 
Vice-Pres. -J. Stephen Peters, Pennsylvania Salt Mfg. Co., Philadelphia 
Secretary F. Walter Norcross, The Budd Company, Philadelphia 

Treasurer Samuel B. Wainer, Penn Fruit Co., Philadelphia 

Asst. Secy. Harry R. Sage, Mutual Rendering Company, Inc., Philadelphia 
Asst. Treas. David Day, R. M. Hollingshead Corporation, Camden, N. J. 


VUeetinas 


HOUSTON AREA INSURANCE BUYERS ASSOCIATION 

2nd Wednesday each month 

Stokely, Dow Chemical Company, Freeport, Texas 

Foley, Humble Oil & Refining Company 

G. Cox, Schlumberger Well Surveying Corporation 


Meetinas 
President—-F. C. 
Vice-Pres.—G. L. 
Secretary-Treasurer —F. 


MARYLAND CHAPTER 
President—-T. V. Murphy, The Maryland Drydock Company, Baltimore 
Vice-Pres. Robert M. Cone, Olin Mathieson Chemical Corporation, Baltimore 
Secty.-Treas.-Miss E. C. Jacobs, The Maryland Drydock Company, Baltimore 


BUYERS ASSOCIATION, INC. 


MID-WEST INSURANCE 
September through 


Meetinas—3rd Thursday of each month. 
6:00 PLM. 

President—- Robert B. Myers, Fairbanks, Morse & Co., Chicago 

Vice-Pres.-C. Henry Austin, Standard Oil Co., Chicago 

Secretary Ann Auerbach, Goldblatt) Bros., Inc., Chicago 

Treasurer -G. J. Burns, Continental Hl. National Bank & Trust, Chicago 


May. Dinner. 


MINNESOTA CHAPTER 
Meetings—4th Tuesday of each month. Dinner, 6:30 P.M. 
President—A. Don Marvin, Green Giant Company, LeSuer 
Vice-Pres..-H. V. Noland, M. F. Patterson Dental Supply Co. of Minn., 
St. Paul 
Secty.-Treas. Paul Mucke, Gamble-Skogmo, Inc... Minneapolis 
NEW YORK CHAPTER 
Meetinas—-4th Thursday each month, except July and August. Luncheon, 
12:20 P.M. 
President—Claude H. Rice, The Babcock and Wilcox Company, New York 
Ist Vice-Pres..-Raymond Cox, Arabian American Oil Co., New York 
2nd Vice-Pres.._-_W. D. McGuinness, The Port of New York Authority, 
New York 
Secretary—E. W. Pickel, Foster-Wheeler Corporation, New York 
Treasurer—H. S. Goodwin, McKesson & Robbins, Inc., New York 


NORTHERN CALIFORNIA CHAPTER 
Meetings+3rd Thursday of each month. Dinner, 6:00 P.M. 
President—J. E. Moriarty, The Robert Dollar Co., San Francisco 
Vice-Pres.—E. C. Lasater, Rosenberg Bros. & Co., Inc., San Francisco 
Secretary -J. P. Holstein, California Packing Corporation, San Francisco 
Treasurer—-F. L. McCarthy, Crocker First National Bank, San Francisco 


PORTLAND, OREGON, CHAPTER 
Meetinas— 1st Wednesday of each month. Dinner, 6:00 P.M. 
President- M. A. Gudman, Industrial Air Products, Portland 
Iice-Pres._-H. Retzloff, Fred Meyer, Inc., Portland 
Secty.-Treas.--R. E. Klein, Tron Fireman Mfg. Co. 


SOUTHERN CALIFORNIA INSURANCE BUYERS ASSOCIATION 
Meetings—-3rd Wednesday of each month. Dinner, 6:00 P.M. 
President--W. F. Peterson, American Potash & Chemical Corp., Los Angeles 
Vice-Pres._C. H. Weaver, The Flintkote Co., Los Angeles 
Secretary —E. C. Jones, Southern California Edison Co., Los Angeles 
Treasurer” Mrs. Anne Wiliams, California Trust Company, Los Angeles 
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R. F. Boettcher and W. H. Clem 
Appointed to Executive Committee of NIBA 


At a meeting of the Board of Directors of the 
National Insurance Buyers Association on May 3, 
1955, at the Hotel Statler in New York, R. F. Boettcher, 
Insurance Manager for George A. Hormel & Co., 
Austin, Minnesota — and W. H. Clem, Insurance 
Manager of Schlumberger Well Surveying Corpora- 
tion of Houston, Texas, were named members of the 
Executive Committee. 

Under the constitution and by-laws of the Associa- 
tion, there is a provision that the Executive Committee 
shall consist of the officers, plus two regional vice- 
presidents who are designated by the Board of 
Directors. 

Both Mr. Boettcher and Mr. Clem are active and 
conscientious members of NIBA and their appoint- 
ment to the Executive Committee is an honor and 
credit to the Association. 


R. F. Boettcher 


W. H. Clem 
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Board of Directors, NIBA, 
Meets in New York 


With B. E. Kelley, president, 
wielding the gavel, a representa- 
tive group of officers, directors, and 
chapter presidents, NIBA, met at 
the Hotel Statler in New York City, 
May third. 

This fine meeting, which con- 
vened following dinner, was attend- 
ed by: B. E. Kelley, president, 
United States Plywood Corpora- 
tion, New York; Frazier S. Wilson, 
Ist vice-president, United Air Lines, 
Chicago; H. S. Goodwin, treasurer, 
McKesson & Robbins, New York; 
and Peter A. Burke, secretary and 
managing director, New York. 

Regional Vice Presidents: W. H. 
Clem, Schlumberger Well Survey- 
ing Company, Houston, Texas; T. 
V. Murphy, The Maryland Drydock 
Company, Baltimore, Maryland; 
and Merritt C. Schwenk, Jr., Frue- 
hauf Trailer Company, Detroit, 
Michigan. 

Directors: Ernest L. Clark, J. C. 
Penney Company, New York; Rus- 
sell B. Gallagher, Philco Corpora- 
tion, Philadelphia; Clarence M. 
King, Minnesota Mining and Manu- 
facturing Company, St. Paul; 


Detroit Insurance Buyers 
Affiliate With NIBA 


The National Insurance Buyers 
Association is proud to announce 
the affiliation of the Insurance 
Buyers Association of Detroit. 

This area which includes some of 
the country’s largest transporta- 
tion, industrial, retail, manufactur- 
ing, and financial institutions, is a 
focal point in today’s economic 
growth. 

The Detroit Buyers group has a 
membership of thirty-six, and al- 
though it operated for many years 
as an independent unit, many of 
these thirty-six members have been 
members of NIBA as well as the 
Detroit Insurance Buyers Associa- 
tion. 

Officers are: E. F. Neubecker, 
Burroughs Corp., President; M. R. 
DeLaurier, Detroit-Edison Co., Vice 
President; R. H. French, Michigan 
Wisconsin Pipe Line Co., Secretary; 
and W. A. Johnston, Chrysler Cor- 
poration, Treasurer. 


George E. Rogers, Robert Gair 
Company, New York; Lowe H. 
Wiggers, The Proctor & Gamble 
Company, Cincinnati; and Harry E. 
Goodell, past president, NIBA, and 
Director Ex-Oficio. 

Representing their chapters 
were: E. C. Stokely, Dow Chemical 
Company, Freeport, Texas (Hous- 
ton Area Insurance’ Buyers); 
Claude H. Rice, The Babcock & 
Wilcox Company, New York (New 
York Chapter); Frank W. Pen- 
nartz, Food Fair Stores, Philadel- 
phia (Delaware Valley Chapter) ; 
Charles H. Thiele, Federated De- 
partment Stores, Cincinnati (Cin- 
cinnati Chapter); E. Neubecker, 
Burroughs Corporation, Detroit 
(Detroit Buyers); F. W. Norcross, 
The Budd Company, Philadelphia 
(secretary of Delaware Valley 
Chapter). 


Chapter Elects New Director 

R. L. Walker, Garrett & Company 
of Guasti, California, has been 
elected a Director of the Southern 
California Insurance Buyers Asso- 
ciation, NIBA. 

Mr. Walker succeeds C. W. Fie- 
biger, who resigned as a Director of 
the chapter. 


Burt Kelley Speaks at 
C.P.C.U. Institute 


Speaking “From the Buyers’ 
Point of View’, Burt E. Kelley, 
president of NIBA, and Insurance 
Manager for United States Ply- 
wood Corporation, addressed the 
1955 Eastern C.P.C.U. Institute. 

The meetings which were divided 
into three groups were held at the 
University of Connecticut at Storrs 
on June 7th, 8th and 9th. The June 
7th sessions: “Marketing the Prod- 
uct”, were under the chairmanship 
of Abner Benish — and Lewis V. 
Irvine was chairman of both the 
June 8th and 9th sessions which 
were entitled “Cost of the Prod- 
uct”, and, “Improvement of the 
Product”. 

All sessions arranged 
through the cooperation of Lau- 
rence J. Ackerman, Dean of the 
School of Business Administration. 
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Mable J. Foster Promoted to 


Insurance Manager, Nestle Co. 


Congratulations are in order to 
Miss Mable J. Foster of the New 
York Chapter, NIBA, upon her re- 
cent appointment as_ Insurance 
Manager for The Nestle Company. 
Miss Foster succeeds Mr. R. H. 
Cronk, who has been appointed 
Manager of Personnel. 


A charter member of Risk Re- 
search Institute, Inc. and its succes- 
sor, the New York Chapter, NIBA, 
Miss Foster started at Lamont Cor- 
liss & Company as a secretary. 
With the growth of the company 
and through various mergers, she 
has steadily risen to this important 
position as Insurance Manager. 

Because she loves to travel and 
because she needs a well-deserved 
vacation, Mabel Foster is touring 
several countries in Europe early 
this summer. 


New Officers for Central 
Illinois Chapter 


At the annual business meeting 
of Central Illinois Insurance Man- 
agers Association, NIBA, on May 
12, 1955, F. G. Sutherland of Illinois 
Power Company, Decatur, stepped 
up to the presidency. Serving with 
him are D. W. Covey, Vice- 
President, LeTourneau Westing- 
house, Peoria; and Robert E. 
Lesher, Funk Bros. Seed Company, 
Bloomington, as_ secretary - treas- 
urer. 


Mr. A. A. Baker, former secre- 
tary - treasurer of the chapter, is 
now a member of the Board of 
Directors — as well as Gehle 
Tucker, A. E. Staley Manufacturing 
Company, Decatur; and Robert R. 
Ruble, Princess Peggy, Inc., Peoria. 

This active chapter also con- 
ferred upon Dr. Wayne Snider, Pro- 
fessor of Insurance at Illinois Wes- 
leyan University, manager of the 
first annual Seminar as reported 
elsewhere on these pages, an Hon- 
orary Membership in Central Illi- 
nois Insurance Managers Associa- 
tion. 

Cateress ‘Rosie’, Miss Vena 
Blair, whose picture appeared in 
our December issue, was made an 
honorary member-at-large in the 
chapter. 
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Gives you a unified, 
complete picture of the 
entire insurance field 


including 


problems of risk 
policy contracts 
types of insurers 
problems of insurers 
state supervision 
social insurance 


risk management 


Here is a book that explains the principles and 
practice of every kind of insurance. Thoroughly 
revised, the Fourth edition covers the economic 
principles, the problems and methods of operation 
common to all branches of the business. From it 
you will develop a general understanding of the 
basis of insurance, its problems, its mechanism, 
and its practical applications. 


The book also provides you with factual data on 
all developments in insurance and regulations gov- 
erning them. The treatment is simple. understand- 
able, and authoritative — the facts presented are 
based on the authors’ years of experience with 
leading insurance companies and in state insur- 
ance departments. 


Just Published! New Fourth Edition! 


INSURANCE 


ITS THEORY AND PRACTICE 
IN THE UNITED STATES 


By A. H. MOWBRAY, Univ. of Calif. 
and R. H. BLANCHARD, Columbia Univ. 


4th Ed., 569 pp., 14 tables, $6.00 
McGRAW-HILL INSURANCE SERIES 


You will find this book 
a clear-cut analysis of 
policy contracts, general 
legal principles applying 
to insurance’ contracts, 
forms of contracts, par- 
ties to the contract, pro- 
cedure in event of loss, 
modification by endorse- 
ments, etc. Technical dif- 
ferences between various 
types of carriers, and 
characteristic differences 
of operating problems of 


Modernized 
Fourth Edition! 


Chapters have 
been reorganized 
into more logical 
arrangement .. . 
basic principles 
stand out sharply, 
help you develop 
a firmer grasp of 
the field as a 


whole. Book now insurance carriers, rates, 
adds separate and underwriting, adjustment 
more detailed of losses, etc., are ex- 
chapters on The plained. The authors de- 


Insurance Mecha- scribe the nature of the 
nism, Risk Man. problems and the condi- 
agement, Inland- tions surrounding them 
Marine Insurance, and cite practices and 
and Group Insur- rules in different lines as 
ance. illustrations of efforts to 
solve these problems. 


Send For Your Copy Today! 


National Insurance Buyers Ass’n 
Hotel Martinique 
32nd St. & Broadway, N. Y.1,N. Y. 


| 

| 

| Please send me a copy of Mowbray and 
| Blanchard’s INSURANCE, new 4th Edition. 
| I'm enclosing check in the amount of $6.00, 
plus 25¢ for postage and handling. 
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Northern California 


Chapter Hears P. H. Kelsey 


On ‘“‘London Report” 


“None of us can ignore the in- 
fluence of London on our insurance 
costs — either direct or indirect 
through reinsurance.” That was the 
substance of a London Report given 
before the Northern California 
Chapter on May 19th, by P. H. 
Kelsey, executive vice-president in 
charge of the five west coast offices 
of March & McLennan. 


Honorary Memberships 
To Lowe H. Wiggers 


In recognition of his leadership 
and activity in the Cincinnati Chap- 
ter, NIBA, Lowe H. Wiggers, Man- 
ager of the Insurance and Real 
Estate Department of the Procter 
and Gamble Company was given 
an honorary membership in the 
Cincinnati Chapter at an annual 
meeting held June Ist. A similar 
honorary membership will be con- 
ferred to him from the National 
Insurance Buyers Association. 

Mr. Wiggers will retire from the 
Procter & Gamble Company in July 
of this year after a long and re- 
spected insurance career. 


R. S. Hayden Is President of 
Cincinnati Chapter, NIBA 


R. S. Hayden of the Armco Steel 
Corporation was elected President 
of Cincinnati Chapter, NIBA at the 
annual meeting held June Ist. 
Other officers are Vice-President, 
T. J. McAdams, Kroger Company; 
Treasurer, T. Fisher, Fifth Third 
Union Trust Company; Assistant 
Treasurer, S. B. Adamson, U. S. 
Printing & Lithographing Com- 
pany; and Secretary, L. R. Ever- 
hard, Trailmobile, Inc. 

Directors whose terms have ex- 
pired are C. J. Haack, Eagle-Picher 
Company; W. T. McWhorter, Proc- 
ter & Gamble Company; and Mrs. 
L. M. Clore of Thomas Emery’s 
Sons Ince. 

New Directors elected are A. L. 
Benjamin, Cincinnati Gas & Elec- 
tric Company; L. R. Everhard, 


Trailmobile Inc.; S. B. Adamson, 


United States Printing and Litho- 
graph Company. 


Mid-West Buyers Hear 
Chairman of Industrial 
Commission 


At a dinner meeting on May 19th 
at The Chicago Bar Association, 
Chicago, the Mid-West Buyers As- 
sociation, NIBA, heard Mr. S. J. 
Holderman, Chairman of the In- 
dustrial Commission for Illinois. 


Mr. Holderman_ spoke’ with 
authority on “Filing as a Self- 
Insurer for Workmen’s Compensa- 
tion in the State of Illinois and 
other Jurisdictions”. His talk gave 
members and their guests an oppor- 
tunity to learn first-hand the 
mechanics of setting up a self- 
insurance program. 

This meeting was the last until 
September 15th, when the Mid- 
West chapter, NIBA, will resume 
its activities, so reports Miss Ann 
Auerbach, secretary of the Mid- 
West Buyers, and Insurance Man- 
ager for Goldblatt Bros., Chicago. 


Illinois Seminar For Buyers 


Central Illinois Insurance Man- 
agers Association, NIBA, held its 
first downstate Illinois Seminar for 
Buyers. It was sponsored jointly by 
the Central Illinois Wesleyan Uni- 
versity. 

More than fifty persons from 
Illinois and Iowa attended the 
meeting which was held on April 
16th with Dr. Wayne Snider of 
Illinois Wesleyan University as 
manager of the Seminar. 


A. G. Westcott is New 
Regional Vice-President 


A. G. Westcott, Secretary and 
Treasurer of the Union Ice Com- 
pany, San Francisco, California, 
has been elected Regional Vice 
President of Region Eight. This re- 
gion covers the states of Washing- 
ton, Oregon, Idaho, California and 
Nevada. 

Mr. Westcott succeeds Fred W. 
Greenlaw of the Kaiser Aluminum 
and Chemical Corporation of Oak- 
land, California. 

The election took place at a meet- 
ing of the Board of Directors, 
NIBA, in New York on May 3, 1955. 
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| BUY INSURANCE FOR FIBREBOARD PRODUCTS 


An Interview with Dorothy Hanson 
(reprinted — permission of Western Underwriter — February 1955) 


FIBREBOARD PRODUCTS, INC. 
is a corporation which enjoys an 
annual sales income in excess of 
$90 million. It operates plants in 
five states, manufacturing paper- 
board and paperboard products, and 
has sales offices across the nation. 
Prior to 1945 the supervision of the 
extensive insurance coverage on 
its vast operations was divided be- 
tween different departments. As 
years went by, however, this func- 
tion tended to centralize to a larger 
and larger degree. Thus, by 1945 
virtually all the insurance prob- 
lems, except those of workmen’s 
compensation and group life, were 
focused in the offices of the secre- 
tary - treasurer of the corporation. 
In that year it was decided that a 
maximum of efficiency would be 
attained if this tendency was 
pushed to its logical conclusion and 
an insurance department was 
created. 

Fibreboard’s insurance depart- 
ment today consists of eight people. 
It is headed by Miss Dorothy Han- 
son, who joined the company in 
1927 and has worked on the bulk of 
the insurance for many years. 


What Buyer Does 

What does an insurance buyer 
do in a company such as Fibre- 
board? It would take more space 
than we have available to describe 
in detail all the various activities 
which make up Miss Hanson’s day. 
Some idea of the scope and impor- 
tance of this function can be 
grasped by the fact that the com- 
pany issues no major contract 
which is not examined for its 
insurance aspects, nor does it pur- 
chase equipment without first con- 
sidering the insurance needs. The 
importance of these steps is obvi- 
ous. From study of the contracts it 
can be determined whether there 
are any “hold harmless“ provisions 
which would require contractual 
liability coverage, whether those 
who are employed under the con- 
tract are independent contractors, 
or whether they must be covered 
by workmen’s compensation, and 


any number of other important 
points. Equipment which is pur- 
chased is examined as to its fire 
resistant qualities, especially where 
that might affect the fire insurance 
rate. Also, if the purchase involves 
machinery, it must be checked to 
make sure that any guards and 
other safety devices required by 
law or by prudence are present. 


Uses Two Brokers 

In its actual placement of insur- 
ance, Fibreboard relies on _ the 
services of two brokerage houses. 
One of these is among the iargest 
brokerage firms in the West, while 
the other is an office of relatively 
modest size. Although many insist 
that good insurance practice should 
prompt one to place all his cover- 
age through a single broker, Miss 
Hanson feels that there are distinct 
advantages in having two. She be- 
lieves this brings about just enough 
of the competitive spirit to keep 
them both on their toes. On the 
other hand, in response to the many 
attempts to get even more brokers 
to share the coverage, she cautious- 
ly seeks to avoid such a step as it 
is something which might spread 
the placement too thin and which 
could result in overlapping cover- 
age on the one hand and gaps in 
the program on the other. She is 
well pleased with the service she 
receives from the two brokers. 

Naturally, there is hardly a type 
of insurance which is not of impor- 
tance to a corporation such as 
Fibreboard, and Miss Hanson’s at- 
tention must range all the way 
from problems of fire protection to 
handling group disability coverage 
and even the company’s self- 
administered retirement plan. 


Extensive Group Coverage 

Fibreboard has been a pioneer 
in group coverage for the benefit 
of its employees. Even since 1928 
the company has had something in 
the way of group life and group 
disability insurance. Several years 
ago it added group medical and 
hospitalization coverage. Miss Han- 
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son observes that it is really a 
major undertaking to keep abreast 
of the rapid developments of cover- 
age in these lines. 

In workmen’s compensation, 
Fibreboard is a self-insurer. Miss 
Hanson is convinced that the par- 
ticular circumstances of the com- 
pany make this the wiser procedure 
to follow. The work of a self- 
insurer under workmen’s compen- 
sation ranges all the way from 
doing its own safety engineering 
to following its claims through the 
Industrial Accident Commission — 
activities which many other cor- 
porations choose to leave to their 
insurance broker or carrier. This 
latter, Miss Hanson feels, can be a 
costly procedure. 


Fire Protection Important 

The handling of fire coverage of 
a large company such as Fibre- 
board is an ambitious undertaking. 
Here Miss Hanson finds the services 
of the brokers invaluable. The com- 
pany’s manufacturing plants all are 
so located that the services of pub- 
lic fire protection facilities are 
available. Sprinkler systems and 
other private fire protection de- 
vices, however, are employed both 
to prevent losses and also to avoid 
those results of fire for which even 
insurance cannot repay. It is by the 
inspection service and expert ad- 
vice on matters of fire protection 
that Miss Hanson thinks competent 
brokers render one of the most 
valuable services. 

Fibreboard never has been with- 
out Business Interruption coverage 
and regards it as one of the most 
essential forms of insurance. Miss 
Hanson hopes, however, that the 
insurance industry will find ways 
of simplifying this type of cover- 
age. She feels that greater strides 
have been made in improving this 
coverage for mercantile establish- 
ments than for manufacturing con- 
cerns. She thinks simplification 
could be achieved both in the 
underwriting and in the claims 
aspects of U. & O. For one thing, 
she would like to see a more gen- 
eral use made of a “reporting-form”’ 
type of policy, as in her opinion 
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Continued from Page 17 
such a form of coverage would be 
more equitable to both the carrier 
and the insured. 


Liability Problems Few 


Despite the complexity of Fibre- 
board’s operations, Miss Hanson 
reports that there probably are 
fewer complications in the handling 
of its general liability lines than in 
almost any other type of insurance. 
Part of this fortunate situation may 
be attributed to the checking of 
all contracts and business arrange- 
ments so thoroughly that hazards 
are kept at a minimum in the con- 
tractual and contingent liability 
fields. 

One improvement Miss Hanson 
would like to see made above all 
others, in the placement of insur- 
ance, is a reform resulting in fewer 
policies. She notes that prior to 
World War II a company such as 
Fibreboard would have had _ its 
fire insurance program embraced in 
relatively few policies. The carriers 
of course might have reinsured 
with any number of other com- 
panies, but few policies would have 
been involved for the insured. 


Adopting New Forms 


The insurance record at Fibre- 
board shows that it always has 
been alert to new types of coverage 
as they have been developed; it 
also shows that it has not rushed 
into new fields until they have be- 
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come stabilized. The adoption of 
any type of coverage has come only 
after a careful examination as to 
which form constituted the best 
buy. 

What about insurance brokers? 
Miss Hanson believes that there has 
been a constant improvement in 
the services rendered by insurance 
brokers. A good broker, she thinks 
is indispensable. Although she 
makes no attempt to list the serv- 
ices he renders in order of their 
importance, she feels Fibreboard 
receives invaluable benefits from 
advice of their brokers as to cover- 
age required, placement of the 
business, keeping the coverage with 
the right companies, the inspection 
services, and claims presentation. 


Women As Buyers 


Miss Hanson is one of several 
prominent women insurance buyers 
in the West Coast area. We asked 
her whether she thought this might 
be a field in which women would 
fit to an increasing degree in the 
future and Miss Hanson replied in 
the affirmative. Much of this work 
is of a detailed nature, she explains, 
and women are good at details. 
Then, with a twinkle in her eyes, 
she added, “there is another thing 
too, women always love to hunt 
good bargains.” She noted, how- 
ever, that the suitability of women 
as insurance buyers might well 
vary considerably from one indus- 
try to another. 


Does the advent of insurance 
departments in companies such as 
Fibreboard mean that this business 
in the future will tend to be cen- 
tralized more and more in a few 
large brokerage houses? Miss Han- 
son doesn’t think so. She notes that 
one of the brokerage offices which 
handle Fibreboard’s business is of 
relatively modest size. She admits 
that to qualify to handle this busi- 
ness a broker must exert the effort 
to have a thorough knowledge both 
of insurance matters and also of 
the business he is insuring. Beyond 
that, he must maintain a large 
enough staff to service the risk. 
She does not believe, however, 
that these constitute qualifications 
which cannot be met by a broker 
of modest size. She feels that in the 
future, professional standards are 
going to be required more and 
more, both of brokers and of insur- 
ance buyers themselves. Insurance 
is something of major importance 
to any company and it will be 
handled satisfactorily only when 
everyone who handles it is pos- 
sessed of technical skill, broad 
knowledge and sound judgment. 


Note: Miss Hanson is Manager 
of the Insurance Department for 
Fibreboard Products, San Fran- 
cisco — and an active member of 
the Northern California Chapter, 
NIBA. 


MANUFACTURERS MUTUAL 
FIRE INSURANCE COMPANY 


PROVIDENCE, RHODE ISLAND 


The Oldest and Largest of the 


FACTORY MUTUAL COMPANIES 


LEADERS IN BROAD COVERAGE 
AT LOW COST SINCE 1835 
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Self-Insurance— 
From Page 6 


significant impairment of earnings 
or resources. 

Knowledge of the company’s 
loss bearing capacity is essential if 
we are to avoid either a program 
which includes too much insurance 
or one which involves too much 
risk bearing. As I have already 
stated, the former is undesirable 
because, in the final analysis, the 
primary economic function of in- 
surance is to protect against loss 
which could not otherwise be borne 
without some financial dislocation. 
Too much risk bearing is also un- 
desirable — and more seriously so 
— because it exposes the company 
to excessive financial loss. The 
primary objective of a sound insur- 
ance program should be ample 
but not excessive financial protec- 
tion against casual loss with due 
regard for a companv’s loss bear- 
ing capacity and this can be 
achieved only by a proper balance 
between insurance and self-insur- 
ance. This does not necessarily im- 
ply that all risks which can be 
borne safely should not be insured 
because other considerations may 
make insurance economically at- 
tractive in some cases. Rather it 
means that a company’s program is 
not subject to challenge on the 
grounds that it fails to provide ade- 
quate financial protection if the 
proper balance is maintained be- 
tween insurance and _ self-insur- 
ance. 


What Risks To 
Maintain 


Upon completion of the risk 
analysis, the problem is to decide 
what risks may be retained. Of 
course, one will seldom have com- 
plete freedom of action because the 
catalogue of loss exposures will in- 
clude some risks which cannot be 
insured and possibly others which 
must be insured in order to fulfill 
statutory or contractual obliga- 
tions. However, exclusive of risks 
falling in either of these categories, 
all others may be wholly or parti- 
ally self-insured subject only to the 
mandate that the retained insur- 

More on Page 21 
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The Professional 


Insurance Buyer .. . 


will find our two mutual insurance companies 
exceptionally competent to handle the fire and 
boiler and machinery insurance requirements of 
large industrial organizations. Our qualifications 


include: 


@ A combined total of nearly 200 years’ 


experience 


@ An extensive program of laboratory re- 


search and field investigations 


@ Unsurpassed engineering “know-how” 


BOSTON MANUFACTURERS 
and 
MUTUAL BOILER AND MACHINERY 
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Retail— 
From Page 4 


larger corporation, for the handling 
involved would offset any econo- 
mies. There are certain dangers 
which must be recognized in this 
respect, however, and, that is, ad- 
equate limits must be secured, 
there must be a constant check-up 
of those individuals using their 
own cars, and a well-defined and 
controlled procedure established to 
prevent unauthorized personnel us- 
ing cars on company business. 


Crime Coverages — That is, 
Fidelity, Robbery, Theft and 
Forgery 


Crime losses, particularly fidel- 
ity, has taken a large upswing since 
the war. The reason for this appre- 
ciation in crime losses has a great 
deal to do with the changing values 
in our economic picture. The need 
for money by individuals has been 
intensified; and where it could not 
be obtained through their own en- 
deavors, the weak ones resort to 
illegal means to obtain it. There- 
fore in those types of businesses 
where there are large amounts of 
cash and or products or merchan- 
dise continually flowing through 
their operations presenting oppor- 
tunity for illegal acts on the part 
of employees or others, there have 
been drastic increases in_ losses. 
This is shown by the experience in- 
curred by banks and some depart- 
ment store operations. Therefore, 
department stores must thoroughly 
examine their preventative pro- 
cedures and step up their protec- 
tion activities if they are to control 
their losses. Particularly with re- 
spect to fidelity, insurance is not 
an entirely satisfactory medium for 
recovering loss to a department 
store. The old adage that “for every 
one caught, two get away” is un- 
doubtedly applicable. Even on the 
one caught, proving the loss is 
usually difficult and sometimes im- 
possible. Naturally, insurance com- 
panies must protect themselves 
from paying or assuming any part 
of the normal inventory shortage. 
Consequently, a store must prove 
conclusively that a specific loss does 
not include any part of the store’s 
normal inventory shortage. This 
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word “conclusively” has been the 
cause of more “headaches” to store 
controllers than all the liquor in 
Kentucky. Furthermore, because of 
the delightful and extensive temp- 
tations constantly present in de- 
partment store operations, it must 
be recognized that there is and 
always will be losses and that, as 
such, those losses are expected and 
normal, just as we expect and con- 
sider normal shortages from other 
causes. Therefore, to the extent 
that we expect to recover such 
losses from insurance companies 
(and in some cases it is quite a 
trick), we can expect to pay back 
in premiums the same losses plus 
the overhead and profit of the in- 
surance company. Therefore, par- 
ticularly in the larger stores, we 
have the difficult problem of decid- 
ing where the line of demarcation 


is between expected and non-ex- 


pected. If we could predict this ac- 
curately, we would be far better 
off to assume the expected and in- 
sure only the non-expected. In fact, 
this is the dixection that stores are 
now usually insuring crime cover- 
ages. Each year more stores are 
going to deductible crime coverage, 
placing the deductible at what they 
consider is their expected loss fac- 
tor. This is so to the extent that 
there no longer is available, at 
least to the larger stores and chains, 
a representative domestic market 
for full coverage fidelity insurance. 


Fire and Extended Coverage 


Over the years, the number of 
instances where fires and related 
perils have closed the doors of busi- 
ness establishments is astounding. 
Analysis for the reasons generating 
these shutdowns do not reveal a 
proponderance of instances where 
no insurance was carried but rather 
a proponderance of cases where too 
little insurance was carried. Also, 
in a larger number of instances, it 
was not due to lack of business 
judgment but because they were 
uninformed. In this area of rising 
values of all components, determ- 
ining the proper amount of cover- 
age applicable to buildings and fix- 
tures is essential. This, then, is the 
most important consideration, for 
failure to adequately establish in- 
surance to value on capital assets 


can have an important and some- 
times disastrous effect on earnings. 
Analyzing these values is no simple 
nor inexpensive project. To the 


smaller stores, I believe they 
should seriously consider outside 
appraisals with the extended pro- 
vision for keeping same current on 
an annual basis. Such appraisals 
have the added value that the ap- 
praisal companies will assist in de- 
termining and adjusting a loss. To 
the larger stores or group of stores, 
such a method is extremely costly 
and, furthermore, they usually 
have competent and experienced 
personnel available to adjust their 
claims. Also, because of the con- 
struction and protection to their 
physical premises, they usually can 
obtain agreed amount insurance or 
no-coinsurance insurance’ which 
eliminates, to some degree, the haz- 
ard of under insurance. Large man- 
ufacturing firms having a_ plant 
ledger type of bookkeeping can 
usually extend same to provide the 
answers. Department stores not us- 
ing this system must employ other 
but competent means to accurately 
establish values. We are fortunate 
in that recent construction has 
given us guides that we can use i 
effectively in this regard. 

A large part of the problem is 
what you intend to accomplish by 
insuring. In the event of a loss, do 
you want to continue your present 
operations without using working 
capital; if so, you must consider re- 
placement insurance rather than 
sound value insurance. Also, what 
is your obligation as to replace- 
ment, not insurance, under a lease 
if you have one. Many leases, al- 
though requiring only insurance to 
sound value, demand replacement, 
and to accomplish without capital 
investment would require insur- 
ance to replacement value irrespec- 
tive of the insurance requirements. 
Improvements and betterments to 
leased buildings are frequently 
overlooked in the insurance pro- 
gram of stores, particularly from 
the standpoint of loss due to can- 
cellation of lease because of fire 
or other casualties. 


Merchandise is usually covered 
under reporting form contracts 
which provide coverage to peak 
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able risks do not expose the com- 
pany to excessive casual loss. 

The problem of election is com- 
plex and unfortunately there are 
no scientific aids to a _ solution 
which will eliminate all uncer- 
tainty regarding the end result. 
However, the situation is by no 
means hopeless because experience 
tells us much about the behavior 
of risks and by applying this ac- 
cumulated knowledge judiciously 
we can approach the problem with 
confidence in our ability to achieve 
the desired balance between insur- 
ance and self-insurance within rea- 
sonable limits. Despite the obvious 
dangers of generalizations, the fol- 
lowing guides will be helpful in 
determining which risks may prop- 
erly be considered for self-insur- 
ance: 

(a) Low frequency risks with 
moderate or slight loss potentials 
may be safely self-insured. 

(b) Moderate and high frequen- 
cy risks which ordinarily amount 
for numerous small losses also can 
be safely self-insured if adequate 
safeguards are provided against an 
abnormal bulge in average loss 
expectancy due to occasional heavy 
losses. 

(c) High or low frequency risks 
with severe loss potentials should 
never be self-insured unless the 
number of separate risks is large 
enough to encourage the belief that 


the law of large numbers will oper- 
ate to minimize the degree of 
uncertainty in the probable loss 
expectancy. Moreover, few com- 
panies having what appears to be a 
satisfactory spread of severe loss 
potential risks should self-insure 
them without some form of reinsur- 
ance. 

If you keep in mind that the 
terms severe, heavy, moderate and 
slight loss potentials are relative 
and are significant only in relation 
to the risk bearing capacity of a 
particular company, you will recog- 
nize that these guides have general 
application to concerns of all size. 
The smaller, less prosperous com- 
pany may find its loss bearing 
capacity so limited that few risks 
may be properly self-insured; on 
the other hand, the large company 
will be able to bear a great number 
of risks in whole or in part without 
fear of incurring excessive unin- 
sured loss. Contrary to what might 
be expected however it has been 
my experience that the larger com- 
panies usually maintain insurance 
against a much wider assortment 
of perils than small companies. Al- 
though this fact may be some indi- 
cation that the small companies are 
discounting or ignoring many risks 
for which insurance is essential pro- 
tection, it also may be some evi- 
dence that the larger companies 
are pursuing a more cautious policy 
than their loss bearing capacities 
require. 

There is a temptation to cite 


examples under each of the three 
guides but to do so would be mis- 
leading rather than helpful because 
of the wide range of loss bearing 
capacities among different com- 
panies and the fact that a risk’s 
loss frequency is not uniform for 
all types of activities. However, if 
each risk and its loss potential is 
weighed in relation to a particular 
company’s loss bearing capacity, a 
schedule of risks which properly 
can be considered for self-insurance 
in whole or in part will be com- 
pleted. At this point we should not 
be too concerned about the fact 
that the schedule may include a 
multiplicity or risks with an exces- 
sive aggregate loss pontential. Con- 
siderations, other than financial 
protection, such as the need for 
outside claims and inspection serv- 
ices, will probably reduce the num- 
ber and bring the balance within 
manageable proportions. If not, 
adequate safeguards in the form 
of deductible, franchise or excess 
insurance can be employed to mini- 
mize, if not entirely eliminate, the 
possibility of excessive aggregate 
loss. 


Establishing The 
Program 


There is no set procedure for 
establishing the proper self - insur- 
ance program. However, armed 
with information regarding the 
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Legal— 

From Page 10 

imposed by Judge Cardoza, namely 
that it applied only where the arti- 
cle “placed life and limb in peril,” 
that is, would “cause substantial 
bodily harm” if it were negligently 
or carelessly manufactured. 


Specific Cases 

Although there was an extension 
of the manufacturer’s _ liability 
under this rule the real extension 
has come in its application. I think 
this can best be illustrated by a 
case decided by the United States 
Court of Appeals for the Third Cir- 
cuit within the last five years. 
(Diesbourg vs. Hazel Atlas Glass 
Co., 176 Fed. (2)410 (1949) ). Prior 
to the war the Hazel Atlas Glass 
Company manufactured a_ stock 
bottle in its plant in Ohio. It made 
about two million of them a year. 
Its methods of manufacture were 
in accordance with the latest devel- 
opments of the art. Some of them 
were sold and delivered to the Hol- 
lingshead Corporation in New 
Jersey. That company filled them 
with a cleaning fluid and capped 
them and, in turn, sold them to 
distributors. One of the bottles 
found its way to Florida and into 
the possession of a service station. 
Sometime after the war the opera- 
tor of the station was attempting 
to unscrew the cap when the bottle 
broke and cut his hand. A small 
part of the base of the bottle was 
preserved and a man who called 
himself an “expert’ expressed the 
opinion that the bottle was defec- 
tive because its walls were of 
unequal thickness and there were 
stresses and strains in the glass 
when examined under a _ polari- 
scope. No one knew whether the 
bottle had been’ cracked’ or 
scratched before the man attempt- 
ed to open it. Men in the business 
of manufacturing bottles assured 
the court that the walls of all bot- 
tles vary in thickness, that the art 
of making bottles had not advanced 
to the point where perfect uni- 
formity in thickness of the walls 
could be obtained. They also 
assured the court that stresses were 
intentionally put glass. to 
strengthen it and that the stresses 
in this bottle were well within com- 
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mercial limits. The court allowed 
the plaintiff to recover. Thus a 
precedent was established that even 
an ordinary bottle containing a 
completely inoccuous cleaning fluid 
should be treated as an article 
involving an unreasonable risk of 
substantial bodily harm and one 
which placed life and limb in peril 
merely because it possessed the 
potentiality to break when pressure 
was applied to it. I doubt if Judge 
Cardoza ever though that his opin- 
ion would lead to that kind of a 
decision. Although I am sure that 
court would deny it was imposing 
an absolute liability upon the 
manufacturer of the bottle, I think 
we would all recognize, in prac- 
tical application, such a liability 
was imposed. 


But your legal liability is chang- 
ing not only by reason of the adop- 
tion of new principles by the courts, 
nor even by the altered application 
of existing principles, it is also 
changing because the courts are 
accepting different standards of 
proof. The case I have just recited 
will also illustrate this point. In a 
case of that type the burden was 
on the plaintiff to establish that 
not only was the manufacturer 
negligent in the manufacture of the 
bottle, and thus created a defect, 
but also that the defect created was 
the cause of its breaking. Obvi- 
ously, the bottle could have been 
broken from many causes. It 
could have been cracked, bruised, 
scratched or chipped in the thou- 
sands of miles it had traveled and 
in the many hands through which 
it had passed. In such a state it 
would readily break when pressure 
was applied to remove the cap 
which had been in place for many 
years, whether there was any 
defect in its manufacture or not. 
The “expert” called by the plaintiff 
said he was a “little crowded” when 
asked whether he had an opinion 
whether the alleged “defect” in the 
bottle was the cause of the break 
and counsel for the plaintiff suc- 
cessfully objected when he was 
pressed to answer the question. 
The most he was willing to say was 
that it “could have” been the cause 
of the break, in much the same 
sense that the moon “could” be 
made of green cheese. But in spite 


of the inability of the “expert” to 
reach an opinion, the court held 
that a jury of laymen were per- 
fectly capable of concluding that 
the defect did, in fact, cause it to 
break. The decisions of our Penn- 
sylvania court have always been 
that a jury can only make a finding 
in an expert field when they have 
the definite opinion of an expert 
that a certain result came from a 
certain cause. Without changing 
any rules of liability, your liability 
is greatly extended when the rules 
of evidence are relaxed and juries 
are permitted to arrive at verdicts 
on the basis of their own con- 
jectures. 


Acceptance of Conjecture 

The acceptance of pure conjec- 
ture as a predicate for legal lia- 
bility is evident in other respects. 
Courts are quite willing to permit 
lay jurors to find that an accident 
caused cancer, in spite of the fact 
that the medical profession is 
exhausting its energy and its funds 
seeking the cause of that insidious 
disease. We daily experience in the 
courts the determination by a jury, 
on the testimony of a doctor who 
made a one-hour examination, that 
the bizarre mental complaints of 
a plaintiff were caused by drinking 
a liquid containing a cigarette butt, 
yet I have never heard of a doctor 
who would undertake to treat psy- 
chotic symptoms without a _ thor- 
ough research into the family back- 
ground, early childhood and the 
social and economic environment 
of a patient. It will take him days 
to find the source of the trouble. 
He nearly always looks upon recent 
accidents as mere incidents bring- 
ing to light the real cause of trou- 
ble, but today the total economic 
loss is charged to that incident and 
the accident is determined to be 
the cause, by the jurors who have 
no special knowledge of the subject. 


Recovery Allowance 

One of the main changes in your 
legal liability has been in the 
amount of recovery allowed. In the 
early days of our law money dam- 
ages were awarded only to replace 
money loss and this is the true 
reason for awarding money dam- 
ages. But today we look upon dol- 
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Boiler— 
From Page 12 


equipment on the premise that he 
would be reimbursed through a 
minimum monthly charge. It was 
therefore found necessary to in- 
clude a large portion of the item 
as a continuing expense or fixed 
charge. In the case of an automo- 
tive plant, ordinary payroll was not 
insured. It was found under Union 
Labor Contract, however, that four 
hours wages must be paid if the 
employee reports for work and 
work is not available. It was also 
found, in a paper mill, that a com- 
paratively short shutdown would 
increase the premium on State Un- 
employment Insurance over a three 
vear period by nearly $700,000. 
These were important factors that 
could create losses far in ex- 
cess of pre-selected self-insurance 
amounts. 

After arrival at a final deter- 
mination of insurable values, we 
still have the problem of determin- 
ing which of the several available 
forms is applicable to the particu- 


lar risk. If a manufacturing plant 
operates on a level basis of profit 
and expense each month through- 
out the year and can accurately 
forecast in advance the necessary 
financial data, it is probable that 
the Valued Form would suffice. 
Assuming that the same risk has 
multiple production lines of a 
similar type or multiple locations, 
perhaps the Valued Ratio form 
could develop a more attractive 
premium without sacrificing cover- 
age. 

These forms both contain a spe- 
cified maximum daily indemnity, 
which is usually based on the an- 
nual value divided by the number 
of working days, and therefore are 
dangerous to use in the average 
plant. It is our opinion that the 
majority of the large risks with 
which we are familiar do not fall 
within the previously mentioned 
categories. Certainly the Canning 
risk operates seasonally with tre- 
mendous peaks and valleys in the 
annual work cycle. Even the auto- 
motive industry reaches a valley 
during its retooling stage and a 


peak when the new models are 
shown to the public. Many plants 
operate on 100‘. basis throughout 
the year but turn out products dur- 
ing a portion of the year with a far 
greater profit margin than during 
the balance of the year. It is also 
true that the heavy extra-expense 
during the first few days of loss is 
usually far in excess of average ex- 
pense over a period of the long loss. 
These factors make it imperative 
that consideration be given to the 
application of Actual Loss forms 
without a daily indemnity speci- 
fied. These forms can be set up on 
a reporting basis so that the buyer 
need never be under-insured or 
over-insured. The individual idio- 
syncracies of the particular plant, 
you can appreciate, must dictate 
the type of Use and Occupancy or 
Business Interruption coverage best 
fitted to the circumstances. 

We frequently find policies writ- 
ten without Consequential Loss 
coverage. Spoilage of product as a 
result of a Power or Refrigeration 
Interruption can frequently be 

More on Page 24 


Home Office 


Westchester Avenue 
Port Chester, New York 


Vincent E. Donohue 
Vice President 


Preferred Risk Fire Insurance 


at 
Minimum Cost 


To Industrial and Mercantile Concerns that 
Qualify Financially, Physically and Otherwise 


ASSOCIATED RECIPROCAL EXCHANGES 


Offers The Opportunity to Enjoy Broadest Coverage at 


LOWEST NET COST 


The oldest and largest group of United States and Canadian enter- 
prises with ‘Superior Risk” Ratings joined together for Group 
Self-Insurance. Enquiries invited. 


SCHUYLER MERRITT, I! 
Chairman and President 


New York City Office 


Chrysler Building East 
161 East 42nd Street 


Valentine W. Gerrish 
Vice President and 
Secretary 


The National Insurance Buyer — June 1955 


23 


) 


Self-Insurance— 
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company’s loss bearing capacity 
and a schedule of risks of loss 
which may properly be considered 
for self-insurance, the facts assem- 
bled to determine if it is feasible 
to self-insure such risks will usual- 
ly provide a clue to the most advan- 
tageous method. In some cases, a 
cursory examination will demon- 
strate the impracticability of self- 
insuring risks which are custom- 
arily insured in order to obtain 
claim and engineering services 
from the underwriters. In others, 
it will be clear that the risks should 
be self-insured because insurance 
is not needed for financial protec- 
tion. The basic data required for 
each of the remaining risks is as 
follows: 

(a) A record of previous losses, 
premium paid and exposure bases, 
i.e. payrolls, sales, values at risk, 
etc. For some risks such as work- 
men’s compensation and_ public 
liability, a five year record should 
suffice for any company large 
enough to consider self-insurance. 
However, for the property risks, 
the record should be not less than 
ten years and preferably longer in 
order to establish a reasonable 
basis for estimating probable loss 
expectancies. Adjustments must be 
made for known changes in- the 
risk in order to make the past 
experience as nearly representative 
of current conditions as circum- 
stances and judgment will permit. 


(b) Maximum probable loss per 
unit of exposure and per casualty. 

(c) Cost of excess insurance 
needed to stabilize the self-insur- 
ance plan. In most situations, ex- 
cess of loss coverage (per exposure 
unit per occurrence or in the aggre- 
gate for all exposure units per 
casualty) will be essential and 
when there has been an erratic loss 
level history, aggregate or stop-loss 
form of excess coverage may also 
be desirable. 

(d) An estimate of the expenses 
which the company will incur as a 
self-insurer. This should include 
provision for competent claims and 
inspection services as well as taxes 
and assessments. 

(e) The cost of special provisions 
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needed to overcome the effect of 
lack of uniformity or poor distribu- 
tion in the units of exposure. It 
may be desirable to insure those 
units which are likely to have an 
adverse effect on self-insured re- 
sults particularly during the early 
stages of the program. 

(f) The cost of full coverage 
insurance. 


Analysis 


Analysis of the foregoing data 
should make clear whether or not 
the prospects of a material reduc- 
tion in costs are sufficiently encour- 
aging to make self-insurance attrac- 
tive. If so, there are collateral prob- 
lems which must be resolved, the 
most important being what provi- 
sion, if any, should be made for 
reserve accumulations and the size 
of such reserves. In my opinion, 
there is no necessity for reserves in 
all cases; in fact, the need for 
reserves in any case is a moot ques- 
tion except with respect to known 
but open claims. However, when 
provided for, the reserves are 
usually accumulated by making 
charges to operations at rates equal 
to or somewhat less than normal 
insurance costs. Incurred losses are 
charged against the reserves and, 
if things go according to plan, a 
free reserve should be accumulated 
in a fairly short time. Once the 
desired balance is reached — a safe 
maximum should be the average 
annual loss expectancy — subse- 
quent charges to operations may be 
reduced to an amount about equal 
to the average losses in the previ- 
ous five years plus allowances, as 
needed, to make up any depletion 
in the free reserve. 

If self-insurance is not attractive 
for one or more risks, you may find 
it advantageous to revise the insur- 
ance by adopting deductibles or 
franchises. Coverage on small losses 
is generally uneconomical because 
such amounts inevitably find their 
way back into the premiums paid 
for insurance with a loading for the 
insurer’s expenses and the burden 
of processing small claims is usual- 
ly out of proportion to the amounts 
collected. 

After completion of the foregoing 
analysis for each risk, it is desirable 
to re-examine the company’s posi- 


Boiler— 
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costly. In a Rayon plant a very 
brief interruption of power facili- 
ties requires dumping an entire 
operational cycle of product into 
the sewer at costs ranging upwards 
to $50,000. Certainly the loss of 
refrigeration in cooling rooms of 
the large meat packer could be 
even more costly. 

There is nothing more frustrat- 
ing than to find a contract with the 
potential flexibility of the Boiler 
Policy improperly designed to do 
the job for which it is capable. 
With the technical advances of 
modern American Industry, it cer- 
tainly behooves you gentlemen as 
the buyers and we as the insurors, 
to make every effort to keep pace 
with that advance. 


Volumes 5 and 6 of Exami- 
nation of Insurance Com- 
panies Now Off the Press 


Announcement has been made 
of the publication of Volumes 5 
and 6 of Examination of Insurance 
Companies. This work which com- 
prises a series of lectures presented 
over a period of three years to In- 
surance Department examiners was 
prepared under the direction of 
Adelbert G. Straub, Jr., Deputy 
Superintendent of Insurance. Vol- 
ume 7, a comprehensive index, will 
be published shortly. This will com- 
plete an exhaustive account of the 
insurance business and the manner 
in which compliance with law and 
with sound economic and _ social 
policy is ascertained by the super- 
visory authority. 

Each of the first six volumes has 
some 600 to 700 pages of text, is 
bound in law buckram and is re- 
plete with tables, charts and ex- 
hibits. They can be ordered only 
through the New York State In- 
surance Department. 


tion with respect to all self-insured 
risks — with and without reserve 
provisions — in order to satisfy 
yourself that the aggregate unin- 
sured loss potential in excess of 
the reserve provisions is not likely 
to exceed the company’s loss bear- 
ing capacity. 
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lars of damage as being a type of 
reward for enduring pain and suf- 
fering or for experiencing embar- 
rassment, and in some instances, 
as a relief of the grief that follows 
death. I find it difficult to believe 
that dollars are a true palliative for 
pain or that the embarrassment of 
a scar is lessened by having money 
in your pocket and I am quite sure 
that true grief is an experience of 
the wealthy as well as the poor. 
However, today the major recovery 
allowed in personal injury actions 
is for these elements. In this respect 
we are not shifting an economic 
loss, on the contrary we are, in 
fact, affording the plaintiff, from a 
purely financial standpoint, an eco- 
nomic profit. The justification for 
this action is that money damages 
are the only way we have to recom- 
pense an injured party since admit- 
tedly we cannot truly relieve the 
pain, embarrassment or bereave- 
ment by any judicial action. 

We are hearing every day of 
large verdicts being rendered. 
Recently, in New York City, a ver- 
dict of $180,000.00 was awarded the 
widow and three minor children 
of a forty-year-old elevator opera- 
tor. True, no amount of dollars 
could replace a husband and father 
but from a money standpoint the 
award is greatly in excess of the 
probable accumulated earnings of 
the decedent for his expected work- 
ing life; in fact a 2‘. return on the 
amount awarded would be in excess 
of the annual earnings of the 
decedent. The verdict not only 
replaced the financial loss but 
created for the widow an estate in 
excess of the amount of the 
recovery. 


The result of this situation is that 
we have created what Judge Adlow 
of Massachusetts called our ‘“Some- 
thing for Nothing Age.” We have 
become a claim conscious nation, 
seeking legal redress for every dis- 
comfort, real or imagined, which is 
experienced almost as a necessary 
incident of our every day living. 

e have encouraged litigation. 
When I see many of the claims 
which are asserted today I think 
of that remark that was made years 
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ago, “It is just as well that Justice 
is blind. She might not like some 
of the things done in her name 
if she could see them.” 


Our Automotive Age 


It is probably in the field of auto- 
mobile insurance that there is the 
greatest pressure to alter the basis 
of liability if not to return to the 
laws of AEthelbert. The problem 
here is aggravated and emphasized 
by the great multiplicity of acci- 
dents which seem to be an inevita- 
ble result of our automotive age. 
It is further emphasized by the 
clogged condition of our court 
calendars, which delay for years 
the determination of disputed 
claims. Naturally there is dissatis- 
faction with the basis upon which 
we determine the rights of persons 
involved in automobile acc-dents. 
One of the by-products of the dis- 
satisfaction is the urging from some 
quarters that we adopt compulsory 
automobile insurance. The seekers 
of this panacea erroneously see in 
it a means of affording all persons 
injured as a result of an automobile 
accident some compensation for 
their injuries. Needless to say, the 
program falls far short of accom- 
plishing that objective. 

There are others who urge the 
adoption of a rule of comparative 
negligence and the abandonment of 
the doctrine of contributory negli- 
gence. At the same time, courts 
and juries are looking upon a tech- 
nical faulty reaction or some neces- 
sary incident in the operation of 
an automobile on crowded high- 
ways, as being negligence. There 
is thus a clear trend toward impos- 


ing a practical absolute liability on — 
the part of motorists in any case 
in which a person is willing to re-— 


sort to the courts. 


Mirages of Liability 


From what has been said I think | 


you can see that we are drifting 
toward a mirage of liability through 
fault which in realty is an absolute 
liability with unlimited damages. 
At the same time, there is a strong 
wind blowing us toward a principle 
of strict or absolute liability. This 
wind is generated by those who 
believe that the social problem 
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how safe 
is your firm 

embezzlement? 


In all likelihood, not as safe as 
you think. For continuing investiga- 
tions of embezzlement cases by fraud 
prevention authorities indicate that 
employee dishonesty is a completely 
unpredictable hazard. It can strike 
anywhere in businesses of all types 
and sizes —and with devastating 
effect. 

By far the most obvious conclu- 
sion to be drawn from these studies is 
that no business enterprise can con- 
sider itself safe from embezzlement 
loss unless it carries adequate Honesty 
Insurance. This is the insurance 
which indemnifies companies against 
employee thefts. 

If your firm is without this protec- 
tion, or if your Honesty Insurance has 
not been thoroughly reviewed within 
the past few years, we urge you to 
consult the F&D representative in 
your community. He will be glad to 
discuss your Honesty Insurance needs 
with you, in complete confidence and 
without obligation. You can rely on 
his recommendations because he rep- 
resents a company which specializes 
in protecting employers against em- 
bezzlement loss. 

We also invite you to write for our 
free booklet, ‘““Embezzlement Con- 
trols for Business Enterprises,’’ which 
describes some of the preventive 
measures employers can take to 
reduce the risk of embezzlement. 

For the booklet, or the name of 
the F&D representative nearest you, 
simply write (on your business letter- 
head, please) to Department F. 


Fipewiry 
ano Deposit co. 


BALTIMORE 3, MD. 


World’s Leading 
| 


Underwriter of 
Honesty Insurance 
AFFILIATE: AMERICAN BONDING COMPANY 
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Personnel Available 


Note: Your association will act 
as a “Clearing House” for Com- 
pany members and individuals for 
positions available or personnel 
available in the corporate insur- 
ance management field. This serv- 
ice is strictly confidential. 


Available for Position as Corporate 
Insurance Manager or Assistant — 
Experienced in Petroleum and Chemi- 
cal Refinery and Construction Field 
— Age 32 — Fine Recommendations. 
Good insurance education and back- 
ground. (Address — NIBA 1) 


Insurance Manager—Age 43—Pres- 
ently employed with large manutac- 
turer of Electrical Equipment and 
Appliances—New York area location 
desired—Has handled all types of in- 
surance coverages for the company’s 
many plants. (Address — NIBA 2) 


Insurance Manager and Tax Depre- 
ciation Expert — Applicant has had 
many years insurance buying and loss 
settlement experience textile 
manufacturing field: made own valua- 
tion appraisals of capital assets for 
management and insurance adjust- 
ment purposes. Handled diversified 
plant and equipment problems for 


busy principal. Available — shortly. 
(Address — NIBA 3) 
Insurance Manager — presently 


employed by large New York bank. 
Experience includes all phases of 
insurance for 120 branch offices, safe- 
ty programs, etc. Also experience in 
the toolmaking field. Would be valu- 
able in industrial insurance manage- 
ment. Married, veteran of World 
War II (Air Force), age 32. Fine col- 
lege and educational background. 
(Address — NIBA 4) 


Fifteen Years general insurance ex- 
perience—Age 34—Residing in mid- 
dlewest. Background includes agent, 
special agent and branch manager for 
leading casualty/marine company. 
Completing CPCU. Desirous of enter- 
ing Insurance Management Field and 
thrive on hard work and _ responsi- 
bility. (Address — NIBA 5) 


Insurance Manager — Corporation 
executive recently retired but avail- 
able as consultant to organize or 
reorganize an insurance department 


for multiplant manufacturing com- 
pany. Many years’ experience in buy- 
ing insurance for a large chemical 
involving liaison with 
Research, 


organization 
Accounting, Engineering, 
and Purchasing divisions. Location in 
New York area. (Address — NIBA 6) 


Midwest — Age 47 — B.S. degree 
Northwestern University. Fine insur- 
ance Education and_ Background. 
Capable of organizing and directing 
insurance department of large cor- 
poration. Excellent references. Avail- 
able soon. (Address -— NIBA 7) 

Philadelphia area: age 44, married. 
Excellent background in real estate. 
Now studying property and casualty 
insurance as extra curricular. Experi- 
enced in all types of insurance on 
real estate: property, casualty, work- 


men’s compensation, automobile, 
bonds, and various inland marine 
policies. 24 years experience with 


only two companies. Reliable, con- 
scientious man. (Address — NIBA 8) 


Corporate Insurance Manager — or 
Assistant. Available at once, married 
man with 4 children, age 42. Banking 
and administrative experience in all 
forms of insurance with direct con- 
tacts in working out problems with 
management, personnel and industrial 
relations people. Former cosultant 
with National Health and Welfare 
Retirement Association. Presently 
employed. High school and college 
education. (Address — NIBA 9) 


Applicant desires position as insur- 
ance manager or assistant with large 
corporation. He is 35 years old with 
B.A. and C.P.C.U. degrees; has 4 
years experience with insurance com- 
pany: 9 years with brokerage firm. 
Present position as manager of bro- 
kerage firm now insecure due to loss 
of large account by merger. (Address 
— NIBA 10) 


Inland Marine experience. Age 35, 
married, New York area — 
handles various lines including ships 
service and stevedore liability — all 
phases of inland marine underwriting, 
re-insurance, etc. Excellent man with 
specialized training and ability. Has 
Mechanical Engineering Degree in 
addition to insurance’ background. 
(Address — NIBA 11) 


now 


Legal— 

From Page 25 

involved is merely one of finding 
a way of distributing losses and 
that all losses should be distributed 
in some way. 

It has always seemed to me that 
we indulge in a fancy when we 
look upon the law, and particularly 
the courts, as capable of doing com- 
plete justice. Perfect justice is an 
attribute of the Divinity which 
human beings can only seek to 
attain. I am fearful that in our 
efforts to obtain perfect justice we 
are interfering with our ability to 
render practical justice. As I see 
it, there are many injuries which 
the sufferer must bear himself or 
protect himself from loss through 
a form of first party insurance with- 
out any determination of fault or 
responsibility. Our courts should 
only be called upon to find liability 
on the part of another when there 
has been a real moral wrong or a 
marked departure from present day 
standards of conduct. Furthermore, 
we should recognize that as long as 
the only technique available to 
courts is to award money damages 


their function should be confined 


to those cases where money dam- 
ages are an appropriate recompense 
for the injury done. Our courts 
should not be in the position of 
granting financial rewards merely 
because they have no other sub- 
stitute. 


THE SYMPATHY CLAUSE 


In consideration of the 
premium for which this policy 
is written, and subject to the 
terms and conditions in the 
policy to which this Clause is 
attached, it is hereby express- 
ly stipulated that, in the event 
of an occurrence or _ loss 
and or damage to the prop- 
erty insured hereunder as a 
result of perils not covered 
under this policy, or in the 
event of occurrence or loss 
and or damage to other prop- 
erty of the insured not insured 
hereunder, the Company ex- 
tends its deepest sympathy 
and regret in respect of all 
such losses and or damages. 
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Retail— 
From Page 20 


values without requiring premium 
a @ costs on a level of insurance based 
J on such peaks. Accurate reporting 
of values is essential under such 
floaters, for in effect there is 100‘: 
coinsurance. Merchandise values 
reported are usually invoice cost 
less discounts normally applicable. 
In the event of loss, however, I 
am sure vou would want to re- 
cover your handling costs. To do 
so, these costs must not only be 
reported but your contract should 
be specifically endorsed to provide 
coverage. Also, are you reporting 
merchandise received on premises 
but not entered into inventory? 
When reporting supplies, do you 
adjust your inventory figures for 
supplies received but not recorded 
and for supplies requisitioned but 
not consumed but on premises? Are 
vou reporting layaways at retail 
value, merchandise on premises of 
seller against which cash advances 
have been made, merchandise in 
railroad cars on sidings even though 
freight bills may not have been re- 
J our: goods sold but not delivered 
at retail value, value of employees’ 
personal effects, value of customers’ 
property left for repairs and value 
of construction materials? As re- 
porting form contracts usually cover 
contents expressed on broad terius, 
which would include all of the 
above, failure to report such items 
mentioned above could put you in 
the position of assuming a coinsur- 
ance penalty in the event of loss. 


Assuming that you have ade- 
quately covered building, fixtures, 
improvements and merchandise or 
contents adequately, a fire, or other 
allied casualties, could stop and 
prohibit your earnings unless you 
provide for the continuance of said 
earnings by insuring under the so- 
called business interruption or use 
and occupancy form of coverage. I 
believe that insurance administra- 
tors must realize that when earn- 
ings are uninsured, working capital 
must be called upon to meet the 
emergency costs of business inter- 

The functions of working 
capital is to enable the business to 
meet their ordinary obligations 
without strain, to take advantage 
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of opportunities for new and ex- 
panded volume of business and as 
security against purely business 
risks. There are very few busi- 
nesses where a serious loss would 
not destroy the advantages to the 
business of adequate working cap- 
ital. The retail trade is fortunate in 
that there is available under this 
form of coverage a specialized form 
ideally suited for their needs. This 
form, called “gross earnings,” will, 
if properly applied, do for you what 
your business would have done if 
the casualty had not occurred. Its 
attractiveness is enhanced by the 
fact that agreed amount eliminat- 
ing the consequences of coinsur- 
ance is available. Proper estimates 
of earnings are important if proper 
coverage is desired. You should be 
able to estimate earnings fairly ac- 
curately without much difficulty. 
We made a review of our estimates 
against actual for a twenty-year 
period and found that we differed 
by only 4‘-. Included in your con- 
sideration of business interruption 
should be interruptions due to such 
causes as boiler explosion, break- 
down of escalators, failure of heat- 
ing facilities and interruption of 
power supply. These forms are 
usually written under a boiler and 
machinery form of policy and gen- 
erally limits coverage to a consid- 
ered number of days of interrup- 
tion. With the exception of boiler 
explosion, because the cost of this 
type of insurance is high and the 
exposure somewhat remote, the 
usual practice is to self-insure. The 
possibility of a continued loss or 
a shutdown of more than one or two 
days is unlikely. Consequently, al- 
though a loss could be sustained, 
it is not a loss that will seriously 
affect earnings. Business interrup- 
tion, however, due to boiler explo- 
sion particularly on smaller stores 
should be carefully considered. 


Workmen’s Compensation 


Workmen’s compensation insur- 
ance is a misnomer; it is not en- 
tirely insurance. It is, rather, the 
assumption by the insurance com- 
pany of: 

1. The benefits granted employees 

by the state for specific injuries 
and medical expense, and 


2.The transfer to the insurance 
company of the detail and han- 
dling that the employer would 
otherwise have as a result of 
the workmen’s compensation 
act of the respective state. 
There is a small area of insurance 
under the employers liability sec- 
tion, but largely it is a means of 
satisfying obligations placed on em- 
ployers by state law. 

When workmen’s compensation 
laws of most states were originally 
set up, they were based on very 
sound principles. Essentially, these 
principles were: 


1.To provide a reasonable in- 
demnity to the employee for 
injuries and medical expense 
sustained, irrespective of negli- 
gence and common law. 


2.That employees being recom- 
pensed for the results of their 
own carelessness as well as the 
negligence of employers should 
not expect reimbursement to 
the same degree that common 
law would for negligence only. 


3.That reimbursement was 
geared to loss of earnings and 
at a rate that industry could 
logically assume. 


Over the course of years, these 
laws have changed; and if in all 
cases they had changed to reflect 
the rising economic values, we 
would all agree wholeheartedly that 
such a change was justified. Un- 
fortunately, in many cases the basic 
concepts are being ignored. To an 
alarming degree, workmen’s com- 
pensation acts are being broadened 
or interpreted to grant redress to 
employees, irrespective of loss of 
earnings. The recent action by your 
Industrial Commission granting 
awards for loss of hearing irrespec- 
tive of demonstrable loss of earn- 
ings is a case in point. Actually, 
you are fortunate, for Wisconsin 
has not followed as drastically this 
trend as other states. For example, 
the losses incurred per $100 of pay- 
roll in ten industrial states over 
the five-year period 1947-1951 (and 
taken from aé_ report entitled 
“Studies In Compensation” pub- 
lished by the Commerce and In- 
dustry Association of New York, 
Inc.) are as follows: 


More on Page 28 
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Retail— 
From Page 27 
Code 8039 Code 8032 
Department Clothing 
State Stores Stores 

Wisconsin 18 28 
New York 46 .68 
California 2 .30 
Massachusetts 44 39 
Illinois .09 .20 
New Jersey 24 47 
Michigan 13 16 
Connecticut 24 +13 
Maryland 22 45 
Missouri 22 Al) 


Consequently, you can see that 
Wisconsin is among the lower loss 
cost states. As premium is a prod- 
uct of loss experience, it follows 
that your premium costs are lower. 
Compare your loss costs with New 
York, however, where the granting 
of awards on permanent partial dis- 
abilities is an extreme problem. 
New York’s loss cost in this period 
is more than double that of Wis- 
consin on the same type of indus- 
try. The lesson then to be learned 
from this comparison is to jéalously 
guard the basic concepts of work- 
men’s compensation, to fairly sup- 
port adequate compensation geared 
to loss of earnings and resist broad- 
ening compensation not recognizing 
this factor. Such control of expense 
is only possible in collective action. 
One employer cannot fight infla- 
tionary trends in cost by himself. 

Each of us, however, can control 
our own incidence of loss, and a 
strong loss prevention program will 
reduce our individual costs. Need- 
less to say, loss prevention to us is 
a very serious problem with so 
many employees in a large number 
ot states. We have found that there 
are a few basic approaches that is 
the difference between an effective 
and an indifferent loss prevention 
program. These are: 

1.To present the problem 
squarely to top management, 
pointing out that it is a major 
area of cost and endeavor to 
have top management direction 
of loss prevention measures. 

2. That active responsibility is the 
job for the Personnel Depart- 
ment, for the most effective 
means of controlling losses is: 
(a) well-rounded medical 

program; 
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(b) Effective job placement re- 
quirements; 

(c) Examination of physical fit- 
ness of new emphoyees and 
periodic examination of old 
employees; and 

(d) An adequate training pro- 
gram for not only new em- 
ployees but for the super- 
visory staff. 

3. The above personnel activities 
should be coupled with a 
shared responsibility of main- 
tenance personnel in removing 
specific causes of accidents and 
proper maintenance. 

You perhaps wonder why I pu 

removal of specific causes and main- 
tenance last. I do so because I be- 
lieve this is where it belongs. Main- 
tenance, in my opinion, is only 
about 15‘. of the problem. Proper 
medical, securing the physically fit 
person for the job and training that 
person in safety is the other 85‘c. 


Public Liability and 
Property Damage 


I can remember the day when 
public liability insurance was a tre- 
mendous problem. There were a 
dozen different forms of policies; 
each one left a gap between where 
one left off and the other picked 
up. As a consequence, you were 
never sure you had complete cov- 
erage. Today, the job is somewhat 
simpler. With the comprehensive 
liability policy correctly drawn, 
you can be sure of your coverage. 
I could write a book on this sub- 
ject, but I will only try and point 
out some of the important items 
you should check to determine 
proper coverage: 

1. Partners, executive officers, di- 
rectors and stockholders acting 
within the scope of his duties 
should be covered. 

2. Leases should be checked; and 
if coverage is required, owners, 
lessors, agents or representa- 
tives of same should be specifi- 
cally named. 

3. Products liability, including 
coverage for vendors, should 
be covered if desired. 

4.“Occurrence” should be substi- 
tuted for accident, at least on 
bodily injury coverage. 

5. False arrest should be covered 
if desired. 


6. Foreign coverage should be 
added if there is a possibility 
of anyone in your organization 
traveling outside of the United 
States of America. 

7. Contractual liability should be 
broadened to include all con- 
tracts made in the usual busi- 
ness operations. 

8. Contract should be worded that 
failure to disclose all hazards, 
if not intentional, will not prej- 
udice coverage. 

9. Limits should be adequate and 
you must recognize the fact 
that a panic in your store can 
produce exceptionally high 
claims. 
On property damage, you must 
consider subrogation legal lia- 
bility, particularly due to fire 
or explosion. Claims for dam- 
age to adjacent or rented prop- 
erty, leased departments and 
property you lease from others 
may come home to roost with 
you if negligence can be proved. 
Insurance companies today are 
studying each claim for subro- 
gation possibilities. Your ordi- 
nary property damage cover- 
age without amendment will 
not protect you for property 
leased or in your care, custody 
or control. Therefore, unless 
you provide specifically for it, 
you will have no coverage. 
Also, usually property damage 
limits are low and a fire spread- 
ing to adjacent property might 
exhaust your limits if a claim 
was presented and negligence 
proved. We consider this to be 
so important that we insure 
the possibility of subrogation 
whereas we self-insure all 
other property damage. 


10. 


(Excerpts from a_ speech pre- 
sented before the Milwaukee Retail 
Controllers’ Association at Mil- 
waukee, Wis.) 
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What a dog’s life they led! 

When their American mistress went to live in Jamaica 
for the winter, the dogs went with her. Three slept in the 
drawing room, and two in the kitchen, with three puppies. 
The two favorites slept in their wealthy owner’s bedroom. 

But one night she awoke with a start. A lock had been 
sprung, $23,500 in jewels stolen from her room — and all ten 
dogs were sleeping peacefully! 

Those pampered pooches could have cost her plenty — 
except for her insurance. She recovered every cent through 
American International Underwriters. 

This international organization of experts, known as 
AIU, writes broad forms of coverage to meet every insur- 
ance need. Over thirty five years of liberal methods and 
prompt payment have earned it the respect of business and 
governments throughout the world. Policies conform to 
local laws. Claims are handled on the spot by men of un- 
questioned ability and integrity. Payment is in the same 
currency as the premium. 

Financial security is assured by leading insurance com- 
panies of the United States. 

Expert advice is as near as your telephone. Consult your 
regular broker or agent. 


INSURANCE AND REINSURANCE WORLD-WIDE 


American 
International 
Underwriters 

companies 
Detroit 26, Mich Free Press Building 


Seattle 1, Wash ....811-814 White Building 
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MaAarsu & McLENNAN 


Insurance Brokers 


CONSULTING ACTUARIES 


AVERAGE ADJUSTERS 


Chicago New York San Francisco Minneapolis Detroit Boston Los Angeles 
Toronto Putsburgh Seattle Vancouver St. Louis Indianapolis Montreal 
St. Paul Duluth Portland Buffalo Atlanta Calgary Washington 


Tulsa New Orleans Phoenix Milwaukee Cleveland Havana London 
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